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ALASKAN HOVERCRAFT

THURSDAY, JUNE 9, 1983

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON MERCHANT MARINE,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 3:25 p.m., in room
1334, Longworth House Office Building, Hon. Mario Biaggi (chair-
man of the subcommittee) presiding.

Present: Representatives Biaggi, Snyder, and McKernan.
Staff present: Ric Ratti, Greg Lambert, Ann Mueller, Gerry Sei-

fert, Jeff Oshins, Steve Little, Kip Robinson, and Gwen Lockhart.
Mr. BIAGGI. The subcommittee will come to order. The Merchant

Marine Subcommittee meets today to consider H.R. 1372-legisla-
tion introduced by Hon. Robert Badham, a distinguished Member
of Congress from California. H.R. 1372 would permit foreign-built
hovercraft-that have operated in Alaska under the terms of the
1978 Surface Transportation Assistance Act-to continue to engage
in that trade for an additional 5 years.

Since the early 1800's, the United States has restricted participa-
tion in the coastwise trade to vessels built in the United States and
documented under the laws of our Nation. This subcommittee
views the cabotage laws as important tools for assuring a strong
U.S. merchant marine and shipbuilding base. We, therefore, care-
fully review any attempts to confer coastwise trading privileges on
foreign-built vessels.

The subcommittee will grant an exception only when enforce-
ment of our coastwise laws will cause inequity-or when an impor-
tant public purpose will be advanced through the granting of an
exemption.

Proponents of this legislation have informed the committee that
enactment of this bill will permit only two foreign-built vessels to
remain in the Alaskan trade, and that exclusion of these vessels
from that trade would have a severe adverse impact on Alaskan oil
and gas production, since substitute vessels built in the United
States are not presently available.

I hope that today's hearing will provide us the necessary infor-
mation on which to base a decision as to the desirability of continu-
ing this exception to our cabotage laws.

Iask unanimous consent to place in the record of this hearing
the following: A statement by the bill's sponsor, Hon. Robert E.
Badham of California; a statement by Hon. Robert W. Edgar of
Pennsylvania; a telegram from Hon. William A. Sheffield, Gover-

(1)
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nor of the State of Alaska, dated June 8, 1983; and a statement by
Crowley Maritime Corp.

[The material follows:]
U.S. HousE OF RPRESENTATIVES,

COMMIrrE ON MERCHANT MAMIE AND FiSHERIES,
Washington, D.C., June 6, 1983.

To: Members, Subcommittee on Merchant Marine.
From: Subcommittee staff.
Subject: H.R. 1372-To provide for continued operation of certain foreign-built

hovercraft in the Alaskan coastwise trade.

INTRODUCTION

H.R. 1372, introduced by Mr. Badham of California and cosponsored by Chairman
Jones, relates to the continued operation in the Alaskan coastal trade of certain for-
eign-built hovercraft vessels which have been operating pursuant to a waiver con-
tained in the Surface Transportation Assistance Act of 1978.

BACKGROUND'

In August 1978, during Senate consideration of the Surface Transportation Assist-
ance Act, Senator Gravel of Alaska introduced an amendment to authorize the use
of foreign-built hovercraft in Alaska for five years. Hovercraft are vehicles which
produce a cushion of air and travel on that cushion over land and water. The Gravel
amendment was' adopted by the Senate and accepted by the House during Confer-
ence.

Subcommittee investigation has indicated this exception was utilized only by the
"Act-i00," owned by Global Marine Development, Inc. of Newport Beach, California
(a subsidiary of Global Marine). There is, however, another foreign-built hovercraft
(the Yukon Princess I) that was utilized in the construction of the Trans-Alaskan
pipeline, but that has not been used for commercial purposes under the waiver in
the 1978 Surface Transportation Assistance Act. It is unclear whether this vessel
obtained a Jones Act waiver during its operation in Alaska. Because of the nature
of a hovercraft, it is possible that the owner did not recognize that the Yukon Prin-
cess I was a vessel subject to the Jones Act and, hence, did not realize the necessity
of a waiver.

The vessel, originally owned by the Aleyeska Company of Alaska, was purchased
by Frank W. Hake, Inc. of Eddystone, Pennsylvania. Frank W. Hake, Inc. has re-
quested that H.R. 1372 be amended to allow their vessel to also participate in the
trade. Frank W. Hake also owns a U.S.-flag vessel (Yukon Princess II) built by the
Trans-Arctic Company of. Houston, Texas.

Issues

Should a waiver to the Jones Act be granted these vessels?
Both owners argue that their vessels meet an important public need by assisting

in the production of offshore resources in Alaska while not injuring the fragile
Arctic environment. It is maintained that these vessels could not be readily replaced
and that no U.S. shipyard is equipped to pi reduce hovercraft.

Critics argue that the admittance of foreign-built vessels into the U.S. trade
harms U.S. shipyards, which could fill the need for hovercraft if potential operators
were not permitted to utilize foreign-built vessels.

STATEMENT OF HON. ROBERT R. BADHAM, A REPRESENTATIVE IN CONGRESS FROM THE
STATS OF CALIFORNIA

Mr. Chairman, members of the committee, thank you for the opportunity to
present my views on H.R. 1372, the legislation I introduced to extend for 5 years the
current Jones Act waiver which allows foreign-built air cushion vehicles to operate
in Alaska until November, 1983.

The legislation before you today is straightforward; however, the implications arefar reaching, involving the economic wellbing and national security of our nation.
For the past decade, the need to reduce America's reliance on imported energy

rouroes has been clear, and, of course, a key to accomplishing this is to develop
the oil resources which exist off our coast, particularly those offthe Alaskan coast.
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As stated in a recent Business Week article, "The Arctic quest is nothing less than
a search for energy security for the 1990's and beyond."

In this Arctic quest, there are, inherently, tremendous environmental obstacles to
overcome. Fortunately, the 1978 waiver to the Jones Act for air cushion vehicles has
enabled research, development and testing to proceed on the critical questions of
how to service and re-supply offshore rigs, and respond in event of an emergency,
despite Arctic weather conditions and often impassable terrain.

The Act-i00, an air cushion vehicle owned by Global Marine Development Inc., of
Newport Beach, California has, since 1980, been engaged in tests to demonstrate the
ability of hovercraft to operate over water, land, ice, and tundra as well as to
employ different methods of propulsion such as towing by tug, winching and heli-
copter towing.

GMDI's work with the Act-100 has contributed significantly to the advancement
of the hovercraft technology and its utilization for energy exploration and recovery
in the Arctic.

However, further development of hovercraft technology is necessary before it can
be successfully commericalized. Given the importance of the air cushion vehicle to
domestic oil production and the fact that the Global Marine Development Inc. Act.
100 is the only craft of this type currently operating on the North Slope, it is essen-
tial that additional time be granted in which demonstration and testing of the capa-
bilities of this vessel can be completed.

Thus, I urge you to favorably consider H.R. 1372 to extend the waiver for foreign-
built hovercraft to operate in Alaska. By so doing, you will be protecting and en-
hancing the economy and security of our country.

STATEMENT OF HON. ROIERT W. EID;AR A REPRESENTATIVE IN CONGREsS FROM THe
STATE OF PENNSYLVANIA

Mr. Chairman, thank you for allowing me to appear before your Subcommittee
regarding H.R. 1372, a bill to provide for the operation of certain foreign built ves-
sels (hovercraft) in the coastwide trade of Alaska until November 6, 1988.

I do appreciate the concern that the number and extent of waivers for foreign-
built vessels be limited. It is my understanding that only two firms seek relief for
foreign-built hovercraft in Alaska, each having one craft of foreign manufacture.

One company's craft would be granted relief under the language of H.R. 1372 as it
was submitted. My constituents, Hover Systems, Inc., a wholly-owned subsidiary of
Hake, Inc., are seeking equal relief through amendment of the language of H.R.
1372. They have prepared for the Subcommittee's consideration three possible
amendments to achieve equitable relief for the two firms, and are present at this
hearing to answer any questions you may have.

I would like to express my support for the granting of equal relief to the two
firms, and I feel that the specific choice of wording is best left to the discretion of
your Subcommittee. I further believe that H.R. 1372, suitably amended, will serve to
limit the use of waivers to a carefully restricted situation.

Your respect of the needs of the two firms which seek relief is greatly appreciat-
ed. Thank you for your consideration of my remarks.

JUNEAU, ALASKA, June 8, 1983.
PMS JOHN KATZ,
Office of the Governor of Alaska,
Washington, D.C.

The State of Alaska supports H.R. 1372 which extends the present waiver from
Jones Act provisions for foreign built air cushion vehicles (ACV s hovercraft) for an-
other five years. In Alaska users of ACV(s) frequently operate in areas of extremely
hazardous conditions. The environment is frequently so severe that depriving use of
the opportunity to select the most reliable, flexible and durable equipment available
is courting disaster in human lives and financial commitment.

BILL SHEFFIELD,

Governor of Alaska.

PREPARED STATEMENT OF CROWLEY MARITIME CORP.

Crowley Maritime Corp. opposes H.R. 1372, "A Bill to Provide for Operation of
Certain Foreign Built Vessels Off Alaska Until 1988". The "foreign built vessels" in
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question is a hovercraft presently in Alaska. We would, however, not oppose the op-
oration of that particular vessel for a shorter period, e.g. one year.

Crowley Maritime Corp. is a large maritime transportation company headquar-
tered in San Francisco, with substantial investments in the Jones Act trade; in par-
ticular, trade between the lower 48 states and Alaska, and with services on the
North Slope of Alaska. Operations in the Jones Act trade are conducted without
subsidies and employ vessels built and registered in the United States, and operated
by United States crews.

We oppose intrusions to the Jones Act in principle because of the need to insure
the continuation of laws under which our investments have been and will continue
to be made. Many of the domestic operators have very substantial debts on equip-
ment built for the domestic trade -and any relaxation in the adherence to the Jones
Act is a threat to our ability to pay our debts and to borrow money to further ad-
vance the American Merchant Marine.

The principal reasons for passage of the Jones Act in 1920-national security and
economic welfare-are valid today.

The U.S. Merchant Marine has been referred to as the nation's "fourth arm of
defense". So crucial is our merchant marine for national security that Congress
charged the Maritime Administration with maintaining a merchant fleet capable of
service as a naval and military auxiliary in times of war or national emergencies.
The Jones Act assures us that we will have a healthy domestic fleet capable to serve
in national defense capacities. The economic considerations underlying the Act were
to assure employment of American citizens in shipbuilding and vessel manning, and
to protect the ratepayer by prohibiting low-cost foreign competition from entering
U.S. domestic trade routes, thereby driving out U.S.-flag carriers, and then increas-
ing rates to unreasonable levels.

It has come to our attention that there are advocates of extending the operating
authority permanently rather than until 1988. We would consider such permanent
extension particularly offensive. The hovercraft in question was granted an exemp-
tion from the Jones Act to operate for the five year period ending in November
1983. The intent was to determine whether the operation of such a vessel for the
intended purpose was feasible. Another five years should not be necessary to accom-
plish that purpose, and certainly a permanent exemption should not be required.

In the April 25, 1983 issue of Ocean Construction Report there is an item as fol-
lows:

"SOHIO to Order Air Cushion Vehicle for Operations on North Slope--SOHIO is
expected to contract by July 1983 for fabrication of a 14,000hp air cushion vehicle to
move rigs and supplies over water and ice on the North Slope beginning in 1984.
The $25 million vehicle is expected to be V acre in area and weigh 1,000 tons."

It is our understanding the SOHIO's plans for construction and operation will ful-
fill the statutory Jones Act requirements but that the July 1983 contract date has
been delayed for about one year.

On the basis of this evidence and in principle we believe it would be inappropriate
to extend the authority to operate a foreign built hovercraft off Alaska beyond one
year, at which time it appears that a U.S.-built hovercraft could become operational.

[The bill follows:]
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98TH CONGRESS
1ST SESSION He R

To provide for the operation of certain foreign-built vessels in the coastwise trade
of Alaska until November 6, 1988.

IN THE HOUSE OF REPRESENTATIVES

FEBRUARY 10, 1983

Mr. BADIIAM (for himself and Mr. JONES of North Carolina) introduced the fol-
lowing bill; which was referred to the Committee on Merchant Marine and
Fisheries

A BILL
To provide for the operation of certain foreign-built vessels in

the coastwise trade of Alaska until November 6, 1988.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That any hovercraft which operated in the State of Alaska

4 under the terms and provisions of section 146 of the Surface

5 Transportation Assistance Act of 1978 (46 U.S.C. 883 note)

6 on or before January 1, 1982, shall be eligible to continue

7 operating within the State of Alaska until November 6,

8 1988. The repair or reconstruction of any hovercraft to

9 which this Act applies shall be performed as if that hovercraft
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2

1 were a vessel of the United States eligible to operate in the

2 coastwise trade.

0

HR 1372 [if
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Mr. BIAGGI. Our witnesses today are Nathan Sonenshein, Rear
Admiral, U.S. Navy (Retired), assistant to the president of Global
Marine Development, Newport Beach, Calif.; and Richard G. Long-
aker, vice president and general manager, Hover Systems, Media,
Pa.

STATEMENT BY NATHAN SONENSHEIN, REAR ADMIRAL, U.S.
NAVY (RETIRED), ASSISTANT TO THE PRESIDENT, GLOBAL
MARINE DEVELOPMENT, INC., NEWPORT BEACH, CALIF.
Admiral SONENSHEIN. Mr. Chairman and members of the sub-

committee, my name is Nathan Sonenshein, I'm a Rear Admiral,
U.S. Navy (Retired). I'm I .re today representing Global Marine De-
velopment, Inc., in which organization I'm the assistant to the
president.

Mr. Curtis Crooke, our president, and Mr. Raymond Bennett, our
vice president, who had expected to be here, and were in fact on
their way here, regret they are not able to participate. They were
diverted to Houston on an important matter of business which I'll
describe later.

We have prepared a statement, which is available for the record,
and I will summarize some of the highlights of it, if I may, Mr.
Chairman.

GMDI, which is the abbreviation for our company, Global Marine
Development, Inc., strongly supports the passage of H.R. 1372,
which provides that any hovercraft that operated in the State of
Alaska under the terms and provisions of the Surface Assistance
Transportation Act of 1978 on or before January 1, 1982, shall be
eligible to continue operating within the State of Alaska until No-
vember 6, 1988. It further provides that the repair or reconstruc-
tion of any hovercraft to which that act applies shall be performed
as if that hovercraft were a vessel of the United States eligible to
operate in the coastwise trade.

Our interest is centered on the continued operation in Alaska of
the Act-100, a nonself-propelled prototype vessel designed to float
on a cushion of air created by fans in the craft. Global Marine
owns this craft, whose photograph within principal characteristics
are presented in attachments II and III of the statement. The
vessel is 79 feet long, 61 feet wide, can carry a 100-ton payload, and
is supported on an air cushion which is developed within a rubber
skirt. The vessel is currently based on the North Slope in Alaska
where it has been operated successfully in a developmental mode
through a joint venture with VECO, Inc., an Alaskan corporation.

This vessel is uniquely suited for the Alaskan environment in
which it is capable of moving across rivers, the tundra, open water,
and combinations of water and ice during fall freezeup and spring
breakup.

I will now summarize the circumstances under which Act-100
was built in Canada in 1971, brought to Alaska in 1980, and operat-
ed since then in Alaska under the Jones Act waiver contained in
the Surface Transportation Assistance Act of 1978.

In early 1971 the vessel was constructed by Dominion Bridge Co.
in Edmonton, Alberta. The capital cost was split three ways among
the Canadian Government's program'for advancement of industrial
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technology, at 50 percent; Global Marine, 25 percent; and Raymond
International, 25 percent. The total cost of construction was about
$700,000.

Between 1971 and 1973, tests and operations over land, shallow
water, ice, deep water, and rivers were conducted in Canada, under
funding by the Canadian Government and various Canadian oil
companies.

In 1975 to 1976 the vessel was adapted for use as an icebreaker
that could be attached at the bow of ships. She operated successful-
ly in this mode out of Thunder Bay, Ontario on Lake Superior.
This was on behalf of the Canadian Coast Guard.

In 1978, on the 6th of November, the Congress, at the request of
the State of Alaska, included in the Surface Transportation Assist-
ance Act of 1978 a provision as follows: "Effective during the 5-year
period beknning on the date of enactment of this act, nothing in
section 27 of the Merchant Marine Act of 1920 or any other provi-
sion of law restricting the coastwise trade of the United States
shall prohibit the transportation within the State of Alaska of mer-
chandise or passengers by foreign built hovercraft.

"For the purpose of this section the term "hovercraft" means a
vehicle which travels over land or water on a cushion of air gener-
ated by such vehicle."

According to congressional records, this was agreed to in confer-
ence between committees of both Houses, and was intended to fa-
cilitate Federal and State transportation projects. This waiver was
not sponsored by Global Marine.

In 1980, however, taking advantage of this provision, we formed
a joint venture with VECO of Alaska and, at a total cost of about
$4 million, disassembled the Act-100 at Thunder Bay, transported
it in sections by trucks to Alaska; and reconstructed the vessel at
Prudhoe Bay in a modified conflqration.

Since that time the craft has been engaged in a number of tests
sponsored by various U.S. oil companies. Their purpose has been:
first, to demonstrate the operability of the vessel over various ter-
rains-water, land, ice, and tundra; and second, to show the adapt-
ability of the craft to various methods of propulsion-including
towing by helicopter which was a spectacular success. A photo-
graph of that operation is contained in our statement Attachment
IV. Our third purpose has been to further develop air cushion tech-
nology in Alaska; and, last, we are seeking to develop a commer-
cially viable venture.

In conclusion, it can be said that the air cushion vessels are espe-
clally well suited for the Arctic environment. Test after test has
shown tbem to be compatible with the fragile Alaska ecosystem.
However, bWccessful commercialization of the concept requires fur-
ther development of the technology, including logistic support of
the vessels, training of crews, and maturing of a regulatory frame-
work. The pace of this effort is, of course, geared to the offshore
and onshore search for energy by oil companies operating in
Alaska. Three companies, Arco, Shell, and Sohio, have supported
our undertaking by sending letters to the Alaskan congressional
delegation, and these letters are included in our attachment V.

Additionally, a few recent developments have occurred that
strengthen these views. In au Alaskan-the "Alaskan Report"
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newspaper, published on the 1st of June 1983, there is the follow-
ing statement which I would like to read into the record. I can pro-
vide a copy of this for the reporter, if he wishes it. It is entitled,
"Transportation is Key Factor in Mukluk Venture." "Sohio Alaska
Petroleum Co., has filed an exploration plan for the Mukluk struc-
ture with the U.S. Geological Survey which indicates air cushion
vehicles may be used to help deal with the critical factor of trans-
portation to the remote site in the Beaufort Sea. The artificial
drilling island is nearly 30 miles from the Oliktok Point barge dock
and more than 50 miles from the main supply point at Prudhoe
Bay. A Sohio spokesman said leasing of a self-propelled hovercraft
for use on the Mukluk project to assess its potential for year
around operation in the area is currently under consideration."

It goes on to give details which I'll not repeat at this time, except
to say that Sohio has, in fact, in the last week chartered a hover-
craft from the U.S. Navy, the ship is called Jeff-A, and is preparing
'o transport it to the North Slope where Sohio plans to use it prob-
ably in conjunction with the Act-l0.

Additionally, another major U.S. oil company is planning on po-
sitioning a new concept mobile, offshore, drilling unit about 30
miles west of the gravel island to be built by Sohio, which I just
described. It will also be located on the Mukluk structure. It is con-
templated it will be a non-self-propelled, prestressed concrete barge
with a steel deckhouse for accommodating a drilling rig. After
being towed to the site, the vessel's tanks will be flooded, and she
will become a gravity structure sitting on the bottom. On comple-
tion of drilling, the tanks will be deballasted and the vessel can
then be towed to another site. In effect, it will be a movable island.
It will require transportation services such as helicopter and air
cushion vehicles when it 13 put in operation, hopefully in 1984. This
mobile offshore drilling unit is a AMDI concept known as "CIDS"
for concrete island drilling system, and our president is not here
today because he is heavily involved in negotiations for this
project.

Unfortunately, the short time remaining for vessels, such as the
foreign-built Act-lO0, during which the exemption from the Jones
Act is applicable is not sufficient to proceed with confidence in de-
veloping our objectives on our part, or on the part of our prospec-
tive customers. Global Marine and VECO have, since 1970, expend-
ed over $5 million in bringing Act-lO0 to her present state of devel-
opment and operational readiness. Additional resources cannot be
prudently committed unless her continued use in Alaska can be ex-
tended until 1988, as proposed in H.R. 1372. Your favorable consid-
eration of this legislation is, therefore, strongly recommended.

Thank you, Mr. Chairman.
[Prepared statement of Curtis Cooke follows:]
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Mr. Chairman and Members of the Subcommittee:

PW name is R. Curtis Crooke, and I am here today representing Global Marine
Development Inc (GQDI), of which I am President, in order to present our views
on HR 1372, a bill to provide for the operation of certain foreiqn-built
vessels in coastwise trade of Alaska until November 6, 1988. I am accompanied
by Mr. Raymond A. Bennett, Vice-President for Commercial Products, and Rear
Admiral Nathan Sonenshein, USN (Rat), who has been Assistant to the President
since 1974. Our professional biographies are given in Attachment I.

GMDI is a California corporation and, as its name implies, is the advanced
development subsidiary of Global Marine Inc., a major international offshore
drilling contractor with interests in oil and gas exploration and other
energy-related activities. Through another subsidiary, -lobal Marine now has
in service 29 mobile offshore drilling units and is projecting a fleet of 35
in the near future through current new construction. GMDI's work is directed
primarily to support of offshore oil and gas exploration in the Arctic through
advancements in design of drilling units for that severe environment.

Other ocean engineering interests of GMDI include deep sea mining, emplacement
of scientific instruments in the seafloor; deep sea search, recovery and
salvaged and disposal of radioactive wastes. A sister subsidiary -
Oceanographic Services Inc (OSI) of Santa Barbara, California - also
emphasizes support of the Arctic oil and gas industry through the development
of instruments for monitoring ice properties and movements, and data systems
for surveilling offshore structures during deployment and operation and
through the provision of a wide range of meteorological and environmental
services. During the past year GMDI and OSI established a joint office in
Anchorage, Alaska to better coordinate our Arctic services.

QIDI strongly supports passage of HR 1372, which provides that any hovercraft
which operated in the State of Alaska under the terms and provisions of the
Surface Assistance Transportation Act of 1978 on or before January 1, 1982,
shall be eligible to continue operating within the State of Alaska until
November 6, 1988. It further provides that the repair or reconstruction of
any hovercraft to which that Act applies shall be performed as if that
hovercraft were a vessel of the United States eligible to operate in the
coastwise trade. Our interest is centered on te continued operation in
Alaska of the ACT-100, a nonself-propelled prototype vessel designed to float
on a cushion of air created by fans in the craft.- Global Marine owns this
craft, whose principal characteristics and photograph are presented in
Attachments 11 and III, and currently has the vessel based on the North Slope
where it has been operated successfully in a developmental mode through a
joint venture with VECO Inc., an Alaskan corporation. The ACT-100, whose
payload is about 100 tons, is uniquely suited for the Alaskan environment in
which it is capable of moving across rivers, the tundra, open water and
combinations of water and ice during fall freezeup and spring breakup.

I will now summarize the circumstances under which ACT-100 was built in Canada
in 1971, brought to Alaska in 1980, and operated since then in Alaska under
the Jones Act waiver contained in the Surface Transportation Assistance Act of
1978.

25-905 0 - 84 - 2
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JANUARY - MARCH 1971:

Vessel was constructed by Dominion Bridge Co., in Edmonton, Alberta. The
design was accomplished by (G4DI through its then wholly owned subsidiary -
Arctic Systems Ltd. - which supervised construction and subsequently
operated the vessel. A significant amount of U.S. supplied equipment
(engines, fans, steel) was used. Capital cost was split three ways among
the Canadian Government's Program for Advancement of Industrial Technology
(PAIT) - 50 percent, Global Marine - 25 percent, and Raymond International
- 25 percent. Total cost of construction was about $700,000.

MARCH 1971 - DECEMBER 1973:

Tests and operations over land, shallow water, ice deep water and rivers
were conducted at Edmonton, Alberta; Yellowknife, NWT; on the Mackenzie
River and on the Arctic Red River. Costs of operation were funded by the
Canadian Government and various oil companies.

1975 - 1976:

Vessel was adapted for use as an icebreaker that could be attached at the
bow of ships and operated successfully in this mode out of Thunder Bay,
Ontario on Lake Superior. Operations were funded by the Canadian Coast
Guard.

NOVEMBER 6, 1978:

At the request of the State of Alaska, the Surface Transportation
Assistance Act of 1978 included the following provision:

"(a). Effective during the five-year period beginning on the date of
enactment of this Act, nothing in Section 27 of the Merchant Marine
Act, 1920 (46 USCS Section 883) or any other provision of law
restricting the coastwise trade of the United States shall prohibit
the transportation within the State of Alaska of merchandise or
passengers by foreign built hovercraft."
"(b). For the purpose of this section the term 'hovercraft' means a
vehicle which travels over land or water on a cushion of air
generated by such vehicle."

It is understood that this language, agreed to in conference between
committees of both Houses, was intended to facilitate Federal and State
transportation projects. It was not sponsored by Global Marine.

1980:

GMDI formed a joint venture with VECO Inc., which, at a cost of about $4M,
disassembled ACT-100 at Thunder Bay, transported the sections by truck to
Alaska; and reconstructed the vessel at Prudhoe Bay, Alaska in a modified
configuration.
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1980 - PRESET:

Since her relocation, the craft has been engaged in a number of tests
sponsored by various U.S. companies. The purpose of the tests has been:

1. To demonstrate the operability of the vessel over various terrainsl
e.g., water, land, ice and tundra.

2. To show the adaptability of the craft to various methods of
propulsion; e.g., winching, pulling by rolligons, towino by tug - and
most spectacularly - towing by helicopter. (Attachment IV is a
photograph of this latter test.)

3. To further develop air cushion technology in Alaska.
4. TO develop a commercially viable venture.

In conclusion, it can be said that air cushion vessels are especially well
suited for the Arctic. environment. Test after test has shown them to be
compatible with the fragile Alaska ecosystem. However, successful.
commercialization of the concept requires further development of the
technology, including logistic support of the vessels, training of crews and
maturing of a regulatory framework. The pace of this effort is, of course,
geared to the offshore and onshore search for energy by oil companies
operating in Alaska. These companies have endorsed our hovercraft program as
is evidenced by the letters of support to the Alaska Congressional Delegation
included in Attachment V. Unfortunately, the short time remaining for vessels
such as the foreign-built ACM-100, during which the exemption from the Jones
Act is applicable, is not sufficient to proceed on such a course with
confidence on our part or on the part of our prospective customers. Global
Marine and VBCO, Inc. have, since 1970, expended over $5M in bringing ACT-100
to her present state of development additional resources cannot be prudently
committed unless her continued use in Alaska can be extended to 1988 as
proposed in ER 1372. Your favorable consideration of this legislation is,
therefore, strongly recommended.

Thank you.
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ATTACHMENT I

PROFESSIONAL BIOGRAPHIES OF GMDI WITNESSES

R.C. CROOKE, PRESIDENT

REAR AE4IRAL N. SONENSHEIN, USN (RET), ASST TO THE PRESIDENT

RAYMOND A. BENNETT, VICE-PRESIDENT FOR COMMERCIAL PRODUCTS



15

R. CURTIS CROOKED

EDUCATION

University of California at Berkeley
B, Mechanical Engineering, 1949

REATE EXPERIENE

President of Global Marine Development Inc, 1970 to date. Served as President
of GMDI, the Prime Contractor, and as Program Manager for the Glomar Explorer
Program from concept to operational phase. Developed (I20 into a major
influence in ocean related engineering and operational Research and
Development - Floating Plants, Deep Sea Mining, Air Cushion technology, ocean
Thermal Energy Plants, Search and Recovery and Offshore Arctic Technology.

Senior Vice-President for Engineering and Construction, Global Marine Inc.
(1959-1970). Responsible for all engineering and construction activities of
the company which included conversion of various sized vessels into offshore
drilling platforms and the design and construction of new drilling vessels.
This involved the solution of mooring problems and the selection of
appropriate equipment, the evaluation and selection of various hull forms, and
the selection and modification of drilling equipment. Developed drilling
techniques and hardware; determined meteorologic and oceanographic desiqn
criteria; wave and current induced vessel motion studies studies of allowable
vessel motions and stationkeeping by mooring systems and detailed design and
evaluation of mooring system.

Oceanographic Consultant (1956-1959). Served various major oil companies on
offshore oil drilling developments. Conducted a worldwide study on the
usability of floating drilling techniques; developed to a usable state
underwater television of the drilling industry.

Chief Oceanographer, Macco Corporation (1953-1956). Responsible for CUSS
Group (forerunner of Global Marine) design criteria due to environmental
conditions, instrumentation development for mooring line load recorders,
current meters, wave recorders and underwater television. Consulted on design
of new floating equipment and development of specialized drilling equipment.
Provided wind, wave and seismic design data for oil field platform design,
conventional piers, breakwaters and outfall lines.

Research Engineer, University of California, Berkeley, Institute for
Engineering Research *wave Project" (1949-1953). Worked on generation of
ocean waves, travel and breaking characteristics from theory verified by model
work and prototype field studies; theoretical, model and prototype
determination of wave and breaker forces on stationary oblectsy model and
prototype measurements of amphibious tractors in surf; development of aerial
photography as an oceanographic research tool and use as an intelligence
source; coordinator and technical director for joint oceanographic urvey
conducted for the U.S. Navy Hydrographic Office and U.S. Coast and Geodetic
Survey.

National Academy of Engineery
American Bureau of Shipping

Det norake Veritas - committee on Offshore Technology

RECIPZDFT
1980 Distinguished Achievement Technology Award

Offshore Technology Conference
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REAR AE4IRAL NATHAN SONENSHEIN, USN (RET)

Rear Admiral Nathan Sonenshein, USN (Ret) graduated from the U.S. Naval
Academy in 1938 in the top four percent of his class. Initially assigned to
USS Boise (CL-47) in connection with outfitting, he #as later ordered to USS
Phoenix (CL-46) for similar duties until 1941 when he was selected 7F
postgraduates study at Massachusetts Institute of Technology. Following his
graduation and receipt of his MS degree in Naval Architecture and Marine
Engineering in 1944, he next was assigned to the Mare Island Naval Shipyard as
Ship Superintendent and Assistant Planning & Estimating Superintendent.

In 1945, he went to Japan with a Naval Technical Mission to assist in a
critical study of the technical accomplishments of the Imperial Japanese
Navy. Upon completion of this assignment and his promotion to the rank of
Commander, he returned to Mare Island Naval Shipyard as Assistant Repair
Superintendent, Docking Officer, and Industrial Manager, successively. In
1949 he was ordered to the Bureau of Ships where he was Director, Navy
Facilities Division until 1951 when he saw Korean Conflict service as Engineer
Officer, USS Philippine Sea (CV-47). While so assigned, his ship experienced
a rare engineering casualty in 1952 while off the coast of Korea and 1,000
miles from the nearest base. Commander Sonenshein diagnosed the trouble, and
while combat air operations continued, directed the repair by Ships Force of
two main propulsion units, using parts flown in from Pearl Harbor - a job
never before accoplished at sea. For this he was awarded the Navy
Commendation Medal with Combat "V" as well as the Navy Unit Commendation
awarded to the Philippine Sea, and subsequently was ordered to the New York
Naval Shipyard as Planning & Estimating Superintendent.

In early 1956, he returned to the Bureau of Ships' Hull Division Branch and
soon thereafter was promoted to the rank of Captain. Following this, he was
transferred in 1960 to Pearl Harbor as Fleet Maintenance Officer, U.S. Pacific
Fleet, returning to the Bureau of Ships in 1962 to-become Director of Ship
Design. In the Fall of 1964 he attended the Advanced Management Program at
Harvard Graduate School of Business, and on 1 May 1965 was promoted to the
rank of Rear Admiral. In June 1965 he became Assistant Chief, Bureau of
Ships, for Shipbuilding and Fleet Maintenance, subsequently being selected by
the Secretary of the Navy to be the Project Manager, Fast Deployment Logistics
Ship. As a result of his performance in this capacity, he was awarded the
Legion of Merit by the President of the United States. In August 1967, he
assumed the duties of Deputy Chief of Naval Material for Logistics Support so
serving until July 1969 when he assumed the duties of Commander, Naval Ship
Systems Command. Upon completing this assignment in 1972, he was awarded a
Gold Star in lieu of a second Legion of Merit. Following this, he served as
Chairman, Naval Material Command Shipbuilding Council; Director, De fense
Energy Task Group; and Department of Defense Director for Energy prior to his
retirement and simultaneous recall on 1 July 1974. On 15 November 1974, he
was released from active duty service and awarded a second Gold Star in lieu
of a third Legion of Merit.

Since his retirement Admiral Sonenshein has been Assistant to the President,
Global Marine Development Inc. In this capacity he has been active in
planning, execution and study of advanced engineering projects for ocean
thermal energy conversion; incineration of toxic chemicals; air cushion
vehicles; deep sea mining, drilling and salvage; seabed disposal of
radioactive wastes; and other related subjects. An Honorary Life
Vice-President of SNAME, a member of Sigma Xi, and a Past President of ASNE
(1970-71), he is currently among those listed in Who's Who in America and in
Who's Who in Engineering. On 6 May 1982 he was awarded the Saunders Award for
1982 by the American Society of Naval Engineers for his significant
contribution to Naval Engineering.
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RAYMOND A. BMnnETT

EDUCATION

California State University
BA, Economics and Finance

University of California
Certified Professional Designation in Contracts Management

Advanced Degree Work, Pricing, Decision Making and Management Courses

RELATED EXPERIENCE

Mr. Bennett's position of vice-President of Commercial Products involves
directing several technical programs and the development of new products to
support the oil industry. Heavy emhasis has been placed in the development
and marketing of arctic related product introduction.

Mr. Bennett is experienced in Research and Development activities, with over
30 years in the marine engineering, automotive and aerospace fields. He
received a Bachelors Degree in Business, completed postgraduate work and
carries a Professional Designation in Contract Management.

Global Marine Development Inc, Vice-President Finance & Administration with
responsibilities of financial analysis, five-year planning, budgeting,
accounting, purchasing, employee relations, personnel services, contracts,
data and configuration management, proposal costing, pricing and estimating.
Promoted to Vice-President Commercial Products, April 1981 to guide and direct
a new organization formed to design and develop products for the oil industry.

Line Directorate, Ford Aerospace Corporation (1961-1980). Business Manager
for a program potential of $2.1 billion (Army's DIVAD). Financial,
contractual, scheduling, design to cost, configuration and data management and
subcontract business management.

Controller Management Staff. Financial and contractual manager positions for
commercial worldwide sales of emission products and later for defense programs.

Controller Supervisory Staff. Promotion from plant to Division Controllers
Office. Rotational assignments on Division Staff supervisory positions
involving budgeting, pricing, proposal preparation, negotiation, manpower
control, profit center labor and fringe cost projections and analyses.

Production Plant Controller. Controller of a high rate missile plant
involving 2,200 people, annual sales of $100 million.
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ATTAIN III

ACT-100 TRANSPORTER

LIGHTSHIP WEIGHT

LOAD CAPACITY

OUTSIDE DIMENSIONS

LOADING DECK

OPERATING SPEED

GROUND PRESSURE

TOW BAR PULL OF TRANSPORTER
ON TYPE AND SLOPE OF TERRAIN

SKIRT MATERIAL

AIR BLOWERS

BLOWER CAPACITY

DIESEL ENGINES: FAN-DRIVE

WINCH

ELECTRICAL

AIR COMPRES

FUEL STORAGE

HOVERING ENDURANCE (APPROXIN

PROP LSION METHODS

PRINCIPAL CHARACTERISTICS

185 TONS

100 TONS

79 FT 7 IN. LENGTH

61 FT 7 IN. BEAM

26 FT 0 IN. DEPTH WHEN HOVERING

75 FT x 40 FT

0-8.7 KN (10 MPH)

0.6 PSI 6 LIGHTSHIP WEIGHT

0.93 PSI @ LOADED CAPACITY

DEPENDS TYPICALLY 5,000 LB TO 20,000 LB
N @ 8 MPH IN LEVEL CONDITIONS

100 OZ PER SQ YD RIBBERIZED FABRIC

TWO HORIZOWNTL CENTRIFUGAL FANS

85,000 CFM (EACH)

TWO, 320 HP (EACH)

TWO, 237 HP (EACH)

GENERATOR ONE, 30 HP

SOR ONE, 60 HP

1,500 GALLONS (#2 DIESEL)

ATE) 48 HOURS (LIGHTSHIP)

36 HOURS (LOADED)

HELICOPTER

ROLLIGON

TUG

WINCH
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ATTACHMENT V

LETTERS FROM ALASKA REPRESENTATIVES OF U.S. OIL COMPANIES ENDORSING

W!E NE) FOR DEVELOPMENT OF B)VERCRAFT TECHNOLOGY IN ALASKAZ

1. SORIO Alaska Petroleum Company letter of March 2, 1983 to

Senator Ted Stevens

2. SOEIO Alaska Petroleum Company letter of March 2, 1983 to

Congressman Donald Z. Young

3. Mr. W.L. Wooden, Shell Oil Company representative, letter
of February 10, 1983 to Senator Ted Stevens

4. ARCO Alaska Inc. letter of February 14, 1983 to Senator

Ted Stevens

5. ARCO Alaska Inc. letter of February 14, 1983 to
Congressman Donald E. Young

6. ARCO Alaska Inc. letter of February 14, 1983 to Senator

Frank H. Hurkovaki
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SOHI ALASKA PETROLEUM COMPANY
ANCHORAGE. ALASKA

IELEPHC- 490? 276-51 It

MAIL POUCIH 0412
ANCHORAGE. ALASKA 99502

March 2, 1983

Honorable Ted Stevens
United States Senate
127 Russell Office Building
Washington, 0. C. 20510

Dear Senator Stevens,

it has come to sy attention that Global Macine Development are
requesting a waver of the Jones Act in order to continue operation
of the 100 ton load capacity air cushion platform (ACT 100) on the
North Slope of Alaska. As you are aware, considerable experimental
work has been carried out by Global Harine and the oil industry
using that vehicle. The end result of those endeavors will
hopefully be safer and more efficient offshore operations in the
Beaufort Sea and onshore Alaska. Several plans ace being finalized
for the development of more sophisticated, second generation air
cushion vehicles, but in the meantime the ACT 100 remains the only
viable air cushion unit on the North Slope. As such it continues to
have immediate value as an experimental and emergency vehicle.

it would be beneficial to the oil industry's aims for enhancing our
technology and safety if an extension of the waiver to the Jones Act
could be arranged beyond October, 1983 when the present waiver on
the ACT 100 expires.

realize that this issue is not a high priority problem in your
busy schedule but it is one which is of interest and say result in
subtle benefits to Alaskans.

Sincerely,

Roger Herrera

RH: t: 226c
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SOHIO ALASKA PETROLEUM COMPANY
ANCHORAGE ALASXA

TELEPHONE 1007, 27.,1 TO

#AA1. POUCH "52
ANCOAAGL ALAS" "W2

March 2, 1.983

Honorable Donald a. Young
United States souse of Iepresentatives
23S11 Rayburn Souse Office Building
Washington, Q. C. 20515

Dear Congresamn Young,

It has come to my attention that Global Marine Development ace
requesting a waver of the Jones Act in order to continue operation
of the 100 ton load capacity si cubion platform (ACT 100) on the
North Slope of Alaska. As you ace aware, coneiderable experimental
work has been carried out by global Karin* and the oil industry
using that vehicle. The end result of tboe endeavocs will
hopefully be safer and more efficient offshore operations in the
Bsaufort Sea and onshore A.Laska. Several plans are being finalized
for the development of sore so"Ls.ticated, second generation air
cushion vehicles, but in the meantiAe the ACT 100 remains the only
viable air cushion unit on the North Slope. As such it continues to
have imediat& value as an experimental and emergency vehicle.

It would be beneficial to the oil industry's sis& for enhancing our
technology and safety if an extension of the-waiver to the Jones Act
could be ccarnged beyond October, 1963 when the present waiva on
the ACT 100 expires.

I realize that this issue Is not a high priority problem in your
busy schedule but it is one which is of interest and may result in
subtle benefits to Alaskans.

Sincerely,

Roger Mercer&a

RH=t: 226r
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February 10, 1983

M. L. Woodson
3430 Korovin Bay Circle
Anchorage, Alaska 99502

The Honorable Ted Stevens
United States Senate
Washington, D. C. 20510

Dear Senator Stevens:

I am writing to enlist your help in retaining a very valuable
logistical link in our operations in the Beaufort Sea. When planning and
executing offshore drilling plans for the offshore areas of Alaska, safety
is a primary consideration.

This means that it must be possible to service offshore rigs at
any location, any time, any season, in almost any weather.

Recent tests Indicate that the Air Cushion Vehicle can overcome
Arctic obstacles such as thin ice, broken ice, and white outs.

I understand that there may be tentative plans to operate several
Air Cushion transporters in the Beaufort Sea area in the future. In the
meantime there is only one Air Cushion unit, the ACT-l00, available in
Prudhoe Bay. It is therefore suggested that the ACT-100 be kept in readiness
for possible emergency use.

We understand the waiver from the Jones Act will expire for this
vehicle in October 1983. Theextension or this waiver will provide an added
margin or sarety until additional units are available.

Ver t ou,
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ARCO Alaska. Inc.
ARCO Exploration - Alaska Operallors
Post Office Box 360
Anchorage. Alaska 99S10
Telephone 907 265 6248

W. W. Oaliy
Manager
Engi.eering Services

February 14, 1983

The Honorable Ted Stevens
United States Senate
127 Russell Office Bldg.
Washington, D.C. 20510

Dear Senator Stevens:.

When planning and executing offshore drilling plans
for the offshore areas of Alaska, safety is a
primary consideration.

This means that it must be possible to service the
offshore rigs at any location, any time, any season,
in almost any weather.

Recent tests indicate that one vehicle which can
overcome Arctic obstacles such as thin ice, broken
ice, and whiteouts is the Air Cushion Vehicle.

It is understood that there are tentative plans to
operate several Air Cushion transporters in the
Beaufort Sea area in the future. In the meantime,
there is only one Air Cushion unit, the ACT-100,
available in Prudhoe Bay. It is therefore suggested
that the ACT-100 be kept in readiness for possible
emergency use.

We understand the waiver from the Jones Act will
expire for this vehicle in October, 1983. The
extension of this waiver will provide an added margin
of safety until additional units are avaIlable.

Respectfully yo .

William W. Daily

sb
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AHCO Alaska, Inc.
ARCO Explorntion - AIjskIs Opernicr. 1
Post o:!ice Box 360
Anchorage. Alaska 99510
Teephon3 907 205 6248

W. W. Daily
a1;inager

EngiiL-Crtng Sfrvic0s

February 14, 1983

The Honorable Donald E. Young
House of Representatives
2331 Rayburn House Office Bldg.
Washington, D.C. 20515

Dear Congressman Young:

When planning and executing offshore drilling plans
for the offshore areas of Alaska, safety is a
primary consideration.

This means that it must be possible to service the
offshore rigs at any location, any time, any season,
in almost any weather.

Recent tests indicate that one vehicle which can
overcome Arctic obstacles such as thin ice, broken
ice, and whiteouts is the Air Cushion Vehicle.

It is understood that there are tentative plans to
operate several Air Cushion transporters in the
Beaufort Sea area in the future In the meantime,
there is only one Air Cushion unit, the ACT-100,
available in P:udhoe Bay. It is therefore suggested
that the ACT-100 be kept in readiness for possible
emergency use.

We understand the waiver from the Jones Act will
expire for this vehicle in October, 1983. The
extension of this waiver will provide an added margin
of safety until additional units are available.

Respectfully yours,

William W. Daily

sb
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AR(CU AlasKa, inC.
ARCO Exploralion - Alaska Operahions
Post Ollice Box 360
Anchorage, Alaska 90510
Telephone 907 265 6248

W. W. Daily
Manager
Engineering Services

February 14, 1983

The Honorable Frank H. Murkowski
United States Senate
2104 Dirksen Office Bldg.
Washington, D.C. 20510

Dear Senator Murkowski:

When planning and executing offshore drilling plans
for the offshore areas of Alaska, safety is a
primary consideration.

This means that it must be possible to service the
offshore rigs at any location, any time, any season,
in almost any weather.

Recent tests indicate that one vehicle which can
overcome Arctic obstacles such as thin ice, broken
ice, and whiteouts is the Air Cushion Vehicle.

It is understood that there are tentative plans to
operate several Air Cushion transporters in the
Beaufort Sea area in the future. In the meantime,
there is only one Air Cushion unit, the ACT-100,
available in Prudhoe-Bay. It is therefore suggested
that the ACT-100 be kept in readiness for possible
emergency use.

We understand the waiver from the Jones Act will
expire for this vehicle in October, 1983. The
extension of this waiver will provide an added margin
of safety until additional units are available.

Respectfully yo.

William W. Daily

sb

25-905 0 - 84 - 3



28

Mr. BIAGGI. Thank you.
Mr. Longaker, we'll now hear from you.

STATEMENT BY RICHARD G. LONGAKER, VICE PRESIDENT AND
GENERAL MANAGER, HOVER SYSTEMS, INC., MEDIA, PA.

Mr. LONGAKER. Thank you, Mr. Chairman.
Admiral Sonenshein has very thoroughly covered the back-

ground of the bill and the operational considerations.
I have about a 2-minute statement, relative to H.R. 1372, that I

would like to read.
Hover Systems, Inc. will be pleased to agree with any of four bill

wordings/action selected by the committee or other language/
action which would have the same results as the following suggest-
ed examples:

Example A, delete lines 4 and 5 of H.R. 1372 as presently writ-
ten.

Example B, insert after the word hovercraft in line 3 the words"expressly and only the Act-i00 and the Yukon Princess.Uni-Float-
I.,"

Example C, insert after the word hovercraft in line 3, "with an
original 100-ton payload capability."

The rationale for A, B, and C, is that the Yukon Princess Uni-
Float-I now owned by Hover Systems' parent corporation, Frank
W. Hake, Inc., is of foreign construction, as is the Act-lO0. It was
operated commercially in the State of Alaska before January 1,
1982, as was the Act-100.

Both craft, which are also the only hovercraft in existence to
meet the above criteria, should be afforded equal opportunity to op-
erate in Alaska. The reason for example C, it simply states the
same qualifying criteria without using the craft's names.

Example D allows the existing Jones Act waiver for foreign-built
hovercraft in Alaska to expire without action.

This is the exact opposite of examples A, B, and C, and as such,
would apply without favor or prejudice to the only two craft under
consideration in this matter.

Hover Systems, Inc. would prefer the conditions resulting from
A, B, or C above but will be agreeable to any committee action
which results in equal and equitable treatment, such as, that is,
both craft, Act-lO0 and Yukon Princess Uni-Float-I, qualified to op-
erate under H.R. 1372 or both craft disqualified to operate, if the
current waiver expires without action.

I have a very short additional background on the parent compa-
ny, Frank W. Hake, Inc., founded in 1919 and started Hover Sys-
tems some 7 years ago.

We have seven hovercraft, three of which we built and four of
which we purchased. The Yukon Princess I and II were purchased
from the Aleyaska Corp., when they became surplus, after the
Aleyaska Bridge was completed during the pipeline construction.

[Attachment to the statement of Mr. Longaker follows:]
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i.IuVER SYS'TIMS INC.
for applications of air cushion technology

Hover Systems. Inc. and its Southampton, U.K. Company, Air Cushion Equipment
(1976) Ltd. offer a worldwide service for the movement of petroleum and chemical
storage tanks, We are specialists in the lifting and moving of heavy industrial loads and
in the design, maliufacttre and application of air cushion systems.

We have designed and manufactured skirts for hover tanks, ice breaking applica-
tions, amphibious hover barges and have conducted stL..- -s for moving loads on air
custhloi weighing thousands of tons.

Some ways in which we may be of service to you for applications of air cushion
tecthnlogy:

I. Feasibility Analysis
2. Planning and )esign
3. Custom Systems
4. Heavy Load Moving Services
5. Transport Services

Thfb i*'4-Ssseiii' ,v r ilXa!
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HIOVER SYSTEMS INC.
has brought a new dimension to) the movement ol heavy loads The Water Skate,
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SINCE 1919
FRANK W. HAKE, INC.

Contractors * Transporters * Erectors
1K Chester Pike P ) Box 13164

Eddystone. Pennsylvania 19013 Memphis, Tennessee 38113
(215)471-4141 (215)876-9292 (901) 774.2850
'IWX 510-669-3265

OTHER MEMBERS OF THlE HAKE GROUP
FRANK W. HAKE ASSOCIATES HS1 PRODUCT'S, INC, BOGAN, INC.
1790 Dock Street P.O Box 1256 P11 Box 531
Memphis, Tennessee 38113 Brookhaven, Pennylvama 19015 Media, Pennsylvania 19036
(901) 771-2850 (215) 876-8241 (215) 876- 1700

OVFER SYSTEMS. INC. 1WX 510-669-3265 TWX 510-669-3265
PO. Box 531 AIR CUSIIION EQUIPMEN F HAKE Affiliate
Media, Pennsylvania 19063 (1976) LIMITED RIVERGATE TERMINAL COMPANY
(215) TR 6-8241 15/35 Randolph Street 2665 Riverport Road, Box 212
TWX 51 -669-3265 Shirley Memphis, Tennessee 38101

HOVER SYSTEMS. INC. Southanipton, England SlP 31(13 (901) 774-4889
2618 Moss Hill P.
Itouslon. Texas 77080
(713) 939-0854

A(;ENTS FOR FRANK W. HAKE, INC. AND OVER SYS'ITMS, INC.
Essco Japan Limnited Industrdn Setvices t.intnled Ornar McCall and Assiciates, tnc
Meiji Tokei Building 10408 Gouin Blvd. West 11325 Maryland Avenue
4-t0, 4-Chotne Roxhoro, Quebec t8Y I W4 Suite A
Ginza. Chui-Ku (514) 683-4770 Beltsville, M1) 20705
Tokyo, Japan (301) 937-7717
(543) 4408-4409-4400
Cable: PAULFSSCO

LICENSEE'S FOR AIR CUSHION EQUIPMEN't (1976) lIMItEI)

Lifting Services International
345 Ruislip Road
Southall Middlesex UBI 20X, England
Cables: Taywood Southall
Telex 24428
01-578-2366

Mears Contractors Linited
Wallhouse Road Slade Green
Erith Kent DA 821.B, England
032-24-37266
Telex 8953461)

Nippon Kensan Company Linited
5-19, I-Chome
Inaz, Minanii, Tsuyutni
Osaka, Japan
(lContact Essco Japan Liinlted)

INNOVATION * SAFETY * INTEGRITY e PERFORMANCE
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Mr. BIAGGI. If these vessels weren't permitted to participate in
that trade, what would be the effect on Alaska oil and gas produc-
tion?

Admiral SONENSHEIN. My view, on that point, would be that
there would be a hindrance to the offshore oil and gas develop-
ments that are now taking place. As the leasing is accelerated into
areas such as Harrison Bay, that I just cited where the Sohio and
other oil companies are about to develop offshore facilities, there
are greater distances to be covered to more remote sites. In the
matter of all-year-around transportation, helicopter aircraft are not
adequate because weather conditions prevent them from flying at
certain times of the year. The air cushion vehicles, however, can
move all year around, as long as they have their own propulsion
system.

I, in short, think that it would be a negative factor in the devel-
opment of offshore oil and gas exploration facilities.

Mr. LONGAKER. I add to that, Mr. Chairman, just by way of reit-
eration, that the continuance or the expansion of the drilling
window offshore is dependent on the support of the crew and the
materials on virtually a 24-hour basis. The regulatory bodies would
look with full disfavor if one could not prove they can support the
operation on a 24-hour a day, day in and day out, basis when the
ice roads are not in, the freezeup starts, or the breakup starts. The
only vehicle that could do that effectively and continually is an air
cushion vehicle.

.Mr. BIAGGI. Are these the only two hovercraft that have been
participating in that area?

Admiral SONENSHEIN. These are the only two foreign-built hover-
craft of that payload-having at least 100 tons capacity. There are
in Alaska several smaller ones that are U.S. built, but have much
lower capacity for cargo carriage.

Mr. BIAGGI. Doesn't the United States have the capacity to build
a larger one?

Admiral SONENSHEIN. Excuse me, sir.
Mr. BIAGGI. Doesn't the United States have the ability to build

one with a larger payload?
Admiral SONENSHEIN. Yes, the technology for hovercraft con-

struction, in the United States, is well known. But experience for
construction is limited to a rather small community who have been
involved, only since about the early 1960's, such as in the construc-
tion in 1962 and 1963 by Bell Aerospace of a 5-ton vessel called
SKMR-I for the U.S. Navy.

In the Bell helicopter construction facility, at Buffalo, N.Y., a
balance was sought between ship and aircraft structural features.
Additionally, rubber skirt design, which is critical to the concept
and construction, has largely been dominated by companies in the
United Kingdom. Even now, that phase of the work is generally li-
censed by U.K. firms, and the skirt material is imported, generally
speaking, from the U.K. There is only one facility in the United
States that manufactures skirt material. That's Hake, the organiza-
tion represented by Mr. Longaker.

Finally, operations for builders and acceptance trials, which are
normally part of the building of a ship, have required crews whose
training reflects considerable aircraft operational influence. As a
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result of these factors, the building of hulls and installation of
equipment have been accomplished in a few medium-sized ship-
yards in the United States that are experienced in lightweight
steel construction and aluminum construction with the skirt instal-
lation done under license, and operational testing generally pro-
vided by aircraft oriented companies.

Shipyards, such as Todd in Seattle; Tacoma Boat Co.; Halter
Marine, on the Gulf; National Steel and Shipbuilding Co. in San
Pedro; and Avondale have been, or could have been, involved in
the construction of hovercraft. Currently, the U.S. Navy is having
six landing craft, LCAC's [landing craft air cushions] built by Bell
Aerospace as the prime contractor, with Bell-Halter as the subcon-
tractor for construction.

The U.S. Navy, I also understand, is also looking toward a longer
term program that can involve as many as 12 craft a year. That
kind of activity could well expand the small U.S. hovercraft con-
struction base that now exists.

Mr. BIAGGI. If you didn't have Act-QO0, would you replace it with
an American-built ship?

Admiral SONENSHEIN. No, sir; we could not. We have no other in
our invertory.

Mr. BIAGGI. Is none available?
Admiral SONENSHEIN. Of that payload?
Mr. BIAGGI. Yes.
Admiral SONENSHEIN. None that I know of, sir, in the United

States or U.S. built.
Mr. BIAGGI. Would your operation be limited, Mr. Longaker?
Mr. LONGAKER. Mr. Chairman, if I may, I believe the Admiral is

speaking in the context of his own corporation. The Yukon Princess
I, which we have discussed, and is a foreign bottom, having been
built with U.K. materials, has a companion, an identical craft, the
Yukon Princess II, which is also sitting on the north bank of the
Yukon. In 1981-82, Hover Systems, under a contract from Urban
Mass Transit Authority and the State of Alaska, built an 80-ton
payload, self-propelled craft that operated from Betbal on the Kus-
kokwim River for a year. The Yukon-Princess I or 1I or, as the
Urban Mass Transit Authority has named the other craft,
DPAAC demonstrationn program Alaskan air cushion] could do
essentially the same job as the Act-100. The Yukon Princess H is
U.S. built and the DPAAC craft is U.S. built, and I would venture
to say, without trying to put any words in Admiral Sonenshein's
mouth, that with the accomplishments at Global Marine, as dem-
onstrated over the last 20 years, they could build another Act-100
left-handed with their eyes closed.

Admiral SONENSHEIN. I would agree with what Mr. Longaker has
just stated, except that I was responding that we have no other
craft with which we could replace the Act-i00.

Mr. BIAGGI. That wasn't the thrust of my question. I'm glad Mr.
Longaker filled it in.

I wanted to know if there were any other craft in existence that
could replace these foreign-built craft. Obviously, there are.

In any event, w'll your operation be limited to the North Slope?
Admiral SONENSHEIN. Well, that is now the area of primary in-

terest to the oil and gas industry. However, as the leasing expands
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around to the Chukchi Sea and the Bering Straits, we would expect
to be able to move around, too. I think there's plenty of room in
Alaska for more capacity of that kind.

Mr. BIAGGI. In the light of Mr. Longaker's statement that we
have U.S.-built vessels, how do your justify permitting these for-
eign vessels to continue to operate in Alaska?

Admiral SONENSHEIN. Well, I think the important point here,
Mr. Chairman, is that Act-100 has been operating the past several
years, not as actively as we would like, but it's been in operation.
The others have not. We have made major commitments of funds,
people, and resources in developing the technology.

Mr. BIAGGI. Admiral, you were given a waiver for 5 years, under
-conditions very clearly spelled out. Existing law-would ordinarily

prohibit the injection of those foreign vessels into our trade. I
assume you made the argument then that there weren't any other
vessels available. Now we have some available. Coming back for an
extension, you would have to anticipate there would be some doubt.

A would say it was poor business judgment to continue to make
commitments when you have such a high degree of uncertainty
concerning what Congress will do.

Admiral SONENSHEIN. That, of course, is why we seek the exten-
sion of the waiver, so that uncertainty can be removed.

Mr. BIAGGI. I know why you're seeking it.
Admiral SONENSHEIN. The point that I think is important, Mr.

Chairman, is that we have been active in developing the technol-
ogy. We have been leading the parade there in this area. Others
are coming in which I think is good.

Mr. BIAGGI. I think that's a very good point.
Admiral SONENSHEIN. And we want to continue in that role.
-Mr. BIAGGI. I happen to think that's a very salient point. I've

seen too many cases where people are willing to venture forth, ex-
periment, explore, invest money, and then when it comes time for
payday other people came in and get the reward. I think that's an
inequitable prospective. You have a great argument. What con-
fronts us is the fact that we have other vessels available. Let us
pursue your argument. You are asking for 5 more years, and it's
fair to anticipate that in 5 more years you'll be coming back for
another 5 years. What you are really seeking in the end is a per-
manent waiver from the Jones Act, and I don't know whether that
was in the contemplation of the Congress 5 years ago. I do not
know what will happen in relation to the committee s considera-
tion of your legislation.

What I'm saying is, you came in for a 5-year exception. You now
come back for another. It's fair to assume you'll be coming back for
another and another. When does this waiver cease? When does the
exception cease? Especially when you are looking at the develop-
ment of the technology on the American scene.

Admiral SONENSHEIN. Mr. Chairman, the first waiver, the one
-that is currently in effect-that is in the Surface Transportation
Act of 1978-was not sought by Global Marine. It was enacted in
1978 but we did not move the Act-100 into Alaska until 1980. We
were not the sponsors of that. I would like to make that clear, sir.

We are seeking this extension of that waiver, however, for a
period of 5 years because we feel that in the next several years-
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we have not foreseen enough to know whether it's 5, or 4, or 3-
enough commerical interests can be developed that the use of the
craft will become well established, the training and logistic support
aspects will become matured, and it will prepare the way for others
to come in. We're not trying to keep others out. We don't expect
that kind of preferential treatment. But we are on this course and
the option is running out very quickly.

Mr. BIAGGI. All right. Thank you, Admiral. Thank you, Mr.
Longaker.

Mr. LONGAKER. Thank you, Mr. Chairman.
Admiral SONENSHEIN. Thank you, sir.
[The following was submitted for the record:]
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GLOBAL MARINE DEVELOPMENT INC.
TELEPHONE (9071 330-7950

FRONTIER BUILDING. SUITE 360 MAIN OFFICE,

3601 . C ST. 2302 MARTIN ST.

ANCHORAGE. AK. 53503 IRVINE. CA. 92715

(7141 752.5050

June 28, 1983

Admiral N. Sonenshein, USN, (Ret.)
1884 Joseph Drive
Moraga, CA 94556

Subejct: Alaska Air Cushion Transporters

Dear Admiral Sonenshein:

In response to your request for the statue and location
of Air Cushion Transporters over 50 tons capacity located
in Alaska, I have determined the following:

There are two 100 ton ACT's located on the Yukon
River about 140 miles north of Fairbanks; the
Yukon Princess I and the Yukon Princess II.
The former was built in Canada and the latter in
the USA. The vessels have been stored (beached)
continuously in the same location since they were
deactivated in 1975.

1 surveyed the vessels on June 27, 
1 9 8 3 , and determined

the following:

1. The Yukon Princess II is designated by the
Alaskan registration number AK4378D.

2. The structure (hull) consists of a trussed
system which is non-watertight. The unit will
only float while it has active air pressure.

3. The skirts are missing from about 20% of the
perimeter. The remaining skirts show serious
deterioration.

4. The hull steel is reported to be mild steel.

5. There are two lift fan-engine sets and one
small diesel generator on board. From outward
appearances, all fans, engines and generator
set require a complete shop overhaul.

6. Electrical systems and Control systems have been
destroyed by curious sightseers and by vandals.

I have a more complete survey report available, if you
should need it.
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page 2

In conclusion, it is my opinion that the Yukon Princess II
is completely unsuitable for Beaufort Sea use because:

1. It is not self-buoyant.

2. It is not constructed of low temperature steel.

I also have a survey of the Yukon Princess I, but did not
consider it a candidate for use in Alaska. It can be re-
jected for the same reasons as stated above.

Regarding the air cushion unit formerly at Bethel, it was
called the "Demonstration Program Alaska Air Cushion",
(DPAAC). I understand from people involved that the tests
at Bethel were inconclusive. After that, the unit was
transferred to Seattle, Washington. I have been unable
to determine the present location. According to local
U. S. Coast Guard records, the DPAAC was never certified
by them. A temporary certificate was issued during the
test program.

In addition to my own personal surverys, the following
people were contacted for the other information provided:

Hank Saylor, President
Air Cushion Technologies International, Inc.
Anchorage, Alaska

Capt. Raymond Spoltman, USCG
Commanding Officer
USCG Marine Safety Office
Anchorage, Alaska

Mr. Tony Booth, Ervironmentalist
U. S. Fish and Wildlife Service
Fairbanks, Alaska

Mr. John Peterson
Alaska International Construction, Inc.
Fairbanks, Alaska

If there are any further details required, I will gladly
supply them.

Regards,

Harold D. Ramsden
Manager, Alaska Liaison Office

cc: R. C. Crooke, President
Global Marine Development, Inc.

Whereupon, at 3:57 the subcommittee was adjourned, subject to
the call of the Chair.]



REVITALIZATION OF THE DOMESTIC CRUISE
INDUSTRY

WEDNESDAY, JUNE 15, 1983

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON MERCHANT MARINE,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:33 a.m., in room
1334, Longworth House Office Building, Hon. Mario Biaggi (chair-
man of the subcommittee) presiding.

Present: Representatives Biaggi, Foglietta, Boxer, Hertel, Dyson,
Donnelly, Young, Bateman, and Fields.

Staff present: Ricardo A. Ratti, Cynthia M. Wilkinson, Ann
Mueller, John Long, Barbara Cavas, George Mannina, Steve Little,
Kip Robinson, Gwen Lockhart, and Marvadell Zeeb.

Mr. BIAGGI. I want to apologize for starting late, but we had an
intervening vote.

The Subcommittee on Merchant Marine meets today to hear the
testimony on H.R. 2883. This bill would permit the Cunard Princess
and the Cunard Countess to be documented as vessels of the United
States and to transport passengers in the coastwise trade.

The cabotage laws of the United States reserve the transporta-
tion of passengers between the U.S. ports to coastwise-qualified ves-
sels.

A coastwise-qualified vessel is one that was built in the United
States, is documented as a U.S. vessel, and is crewed by U.S. citi-
zens. This legislation is necessary since the Cunard vessels fail to
meet all of these requirements.

The U.S.-flag passenger cruise industry has declined over the
past 20 or 30 years to a point where it is almost nonexistent.

In the late sixties, there were 20 active U.S.-flag passenger and
passenger/cargo vessels with a carrying capacity of over 100 pas-
sengers. Today, there are only two pure passenger cruise ships with
that same capacity operating in the domestic or foreign commerce
of the United States.

While the American-flag passenger fleet has fallen on hard
times, the cruise business has experienced steady growth. For ex-
ample, according to the Maritime Administration, the number of
passengers sailing from U.S. ports grew from 590,000 in 1970 to
over 1 million in 1978. There are a number of reasons for the de-
pressed state of our cruise ship industry, including the high cost of
building a vessel in the United States and the great disparity be-
tween United States and foreign crew wages.

(43)
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The remaining two cruise ships in the U.S. fleet, that I men-
tioned earlier, are operating chiefly because of legislation consid-
ered by the Merchant Marine and Fisheries Committee and en-
acted in two previous Congresses.

Those laws removed statutory impediments and allowed the ves-
sels to begin serving the Hawaiian Islands. During a recent over-
sight trip to Hawaii, members and staff of this committee visited
one of those vessels-the SS Constitution. It was good to see her
flying the U.S. flag and to know that she was carrying an Ameri-
can crew.

We should have more American-flag cruise ships operating in the
coastwise trade. Additional ships would benefit American compa-
nies-American seamen-and American shipyards.

The question is: How do we achieve this goal? H.R. 2883 would
assist in a modest fashion by adding two vessels to our small
American passenger ship fleet.

This hearing will focus on the benefits and drawbacks of allow-
ing two foreign-built vessels to enter our domestic cruise trade. The
witnesses scheduled to appear today will discuss the important
issues involved, and assist the subcommittee in evaluating this leg-
islation.

At this point, I ask unanimous consent to place in the hearing
record a copy of the bill, letters from Hon. Dianne Feinstein, mayor
of San Francisco; the Propeller Club of the United States; the
Great Lakes Commission; Todd Shipyards; California Small Busi-
ness Ship Repair Association; TravAlaska Tours; Association of
Retail Travel Agents; Massachusetts Port Authority; American Ex-
press Company; and statements by the Shipbuilders' Council of
America and Contessa Cruise Line, Inc.

[Material referred to follows:]
[II.R. 2883, 98th Cong., 1st Sess.]

A BILL To admit certain passenger vessels to the coastwise trade.

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That, notwithstanding the provisions of sections 111
and 112 of the Vessel Documentation Act, as amended (46 U.S.C. 65(1), (j)), section
27 of the Merchant Marine Act, 1920, as amended (46 U.S.C. 883) on the date of this
Act, and any other provisions of law, the Secretary of the department in which the
Coast Guard is operating shall cause the vessels Cunard Princess (ABS numbered
7437321) and Cunard Countess (ABS numbered 7531420), upon the application of
Cruise America Line, Incorporated, or its assignee, to be documented as vessels of
the United States upon compliance with all other requirements of law except as
modified herein, with privilege of engaging in the coastwise trade.

SEC. 2. For hire carriage in the coastwise trade under this Act is limited to pas-
sengers, their accompanying baggage, and personal property.

OFFICE OF THE MAYOR, SAN FRANCISCO, JUNE 9, 1983.
Hon. MARIO BIAGGI,
Subcommittee on Merchant Marine,
Washington, D.C.

DEAR CONGRESSMAN BIAGGI: I am writing to urge you and the members of your
distinguished committee to pass H.R. 2883, the bill to permit entry of the Cunard
Princess and the Cunard Countess into the U.S. coastwise trade.

Passage of this legislation will help revitalize the American cruise ship industry
and foster tourism in the United States.

Mr. Chairman, as I'm sure you have heard from other sources, ships built in
American shipyards cannot be priced competitively with ships built in foreign ship-
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yards. Since current law requires that a vessel must be built in the United States in
order to operate in the coastwise trade, there are very few cruise ships operating
today under the U.S. flag. Instead, we find that presently there are about ninety
foreign flag ships serving the American cruising public. These foreign flag ships are
restricted by U.S. law to calling at a limited number of U.S. ports and are prohibit-
ed from carrying passengers between U.S. ports.

As a result, the cruises offered today to the U.S. public are to Caribbean, Mexican
and Canadian destinations. There are no cruises offered solely between American
ports.

In essence, our current law operates first to grant American cruise business to
foreign flag ships and second, to restrict these foreign flag cruises from calling at
U.S. ports: Consequently, profits from the American cruising industry are going into
foreign pockets, and potential earnings are lost to local economies of areas visited
on cruises.

The San Francisco Port Commission, along with both our executive and legislative
branches of local government, strongly urge that the Cunard Princess and Cunard
Countess be permitted entry to the U.S. coastwise trade. We believe that allowing
these large, modern ships to operate cruises between American ports will provide
numerous jobs and revenues to ports-of-call, through on-shore tour programs, enter-
tainment, and shopping by visiting passengers, and ship repair services at domestic
shipyards. The cruises offered by U.S. flagships will open up new areas to cruises
and will allow Americans to visit cities and areas in their own country, operating to
benefit the American tourist industry as a whole.

In addition to these shoreside benefits, other economic benefits would be derived
from operation of the Cunard Princess and Cunard Countess as U.S. flagships. Em-
ployment would be provided for U.S. merchant seamen. There would also be numer-
ous purchases associated with the operation of an ocean-going passenger vessel such
as fuel oil, stores and vessel repair.

Passage of this legislation would benefit American ports by providing substantial
earnings to local economies of the ports visited. Finally, it would signal the return
of American ship ownership in the U.S. cruise industry.

I am attaching a resolution in support of H.R. 2883 passed unanimously by the
San Francisco Board of Supervisors.

Thank you for your consideration of H.R. 2883, and for your services to San Fran-
cisco.

DIANNE FEINSTEIN, Mayor.

SUPPORTING H.R. 2883

Whereas, Present federal law prohibits foreign built vessels from operating in
coastwide trade, and

Whereas, This prohibition results in the majority of cruise destinations outside of
the United States, depriving numerous United States ports of the economic benefits
of the cruise industry, and

Whereas, Presently, there are no cruises offered solely between American Ports,
and

Whereas, H.R. 2883 would allow the Cunard Princess and the Cunard Countess to
operate as U.S. flagships operating in coastwide trade, and

Whereas, One of these large, modern ships would be home ported in San Francis-
co, providing jobs and increasing tourism in our city, now, therefore, be it

Resolved, That this Board of Supervisors does hereby memorialize the Congress of
the United States to pass H.R. 2883, and be it

Further resolved, That copies of this resolution be forwarded to Her Honor, the
Mayor, for transmittal to the California congressional delegation.

THE PROPELLER CLUB OF THE UNITED STATES,
Washington, D.C., June 7, 1983.

Re H.R. 2883.
Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine,
Washington, D.C.

DEAR MR. CHAIRMAN: The Propeller Club of the United States, having seventeen
thousand (17,000) members representing sixty two (62) U.S. ports is vitally con-
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cerned with the rebuilding of our now sadly lacking United States merchant fleet,
especially in the realm of passenger vessels.

In light of these depressing prospects, I am pleased to learn of the proposed re-
flagging of two (2) modern passenger vessels (Cunard Princess and Cunard Countess)
into the U.S. flag, and strongly solicit your support of H.R. 2883, which offers hun-
dreds of jobs for American and foreign visitors to visit our historic seaports and
other points of interest by ship. Please include this statement for the record.

Sincerely,
THE PROPELLER CLUB OF THE UNITED

STATES,
NEAL L. HARRINGTON,

National President.

GREAT LAKES COMMISSION,
Ann Arbor, Mich., June 10, 1983.

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine, Committee on Merchant Marine and

Fisheries, House of Representatives, Washington, D.C.
DEAR CHAIRMAN BIAGGI: The Great Lakes Commission would like to convey to

you and subcommittee members its strong support for H.R. 2883. The proposed legis-
lation, intended to reflag two passenger vessels, is a positive and necessary step in
promoting increased vessel passenger service in the U.S. coastwise trade.

The Great Lakes region abounds in vacation opportunities. Passenger liner service
on the Great Lakes and through their connecting riverways has in the past been a
lucrative and important enterprise. As the Great Lakes region developed, hundreds
of thousands of immigrants arranged passage on lake boats to reach numerous des-
tinations. Of course, this travel mode was gradually replaced by other methods of
conveyance, and passenger service on the Lakes became excursion-oriented along
with some ferry operations.

Two well-known ships engaged in Great Lakes excursion service were the North
American and the South American. These vessels, launched in 1913 and 1914 respec-
tively, were operated by the Chicago, Duluth and Georgian Bay Transit Company
for many years. With the aging of these passenger liners and other operational diffi-
culties, regular excursion service in the Lakes was discontinued in the mid 60's. The
vessels, however, regularly operated with 100 percent occupancy. The plans to
revive this service with one of the Cunard vessels, The Princess or The Countess, is
an exciting possibility. Incorporation of these vessels into U.S. flag passenger fleet
would help provide jobs for U.S. crews and maintain a presence for U.S. operations
in this maritime trade.

The Great Lakes region has many potential ports of call for passenger liner serv-
ice. Vacation trips planned by local residents or international agencies would likely
offer good business prospects.

The Great Lakes Commission would appreciate it if you would place this letter in
the hearing record for June 15, 1983, along with an indication of our support for
H.R. 2883.

Sincerely,
FRANK KUDRNA, Chairman.

TODD SHIPYARDS CORP.,
Washington, D.C, June 1, 1983.

Re H.R. 2883.
Hon. MARIO M. BIAGGI,
Chairman, Subcommittee on Merchant Marine, Longworth House Office Building,

Washington, D.C.
DEAR CHAIRMAN BIAGGI: This will advise that Todd Shipyard Corporation is in

favor of passage of H.R. 2883 which would permit waiver of the domestic construc-
tion requirement in respect of the passenger vessels Cunard Princess and Cunard
Countess for operation in the coastwise trade.

We understand the economies of the cruis- industry and appreciate that it would
be impracticable for a new U.S. built ship to compete on realistic terms with the
foreign flag ships carrying passengers from North American ports and therefore
favor passage of this legislation as the only realistic manner of insuring a viable
passenger fleet owned, manned, registered and classified in this country. U.S. ship
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yards would expect to benefit from future ship repair and modification work in re-
spect of these ships.

Please include this statement for the record of the Sub-Committee hearings.
Your help in supporting this measure will be very much appreciated.

Very truly yours,
ROBEP.r J. FARRINGTON, Vice President.

CALIFORNIA SMALL BUSINESS SHIP REPAIR ASSOCIATION,
San Francisco, Calif., June 10, 1983.

Hon. MARIO BIAGGI,
Subcommittee on Merchant Marine,
Washington, D.C.

DEAR CONGRESSMAN BIAGGI: The California Small Business Ship Repair Associ-
ation is made up of fifty (50) companies whose industry is directly related to the
repair of sea going vessels. In San Francisco, a workforce of over 10,000 employed in
various aspects of the ship repair industry has dropped under 1,500 during the last
12 years.

I am writing on behalf of the Association to advise you it strongly urges passage
of H.R. 2883, a bill to permit entry of the Cunard Princess and the Cunard Countess
into the U.S. Coast wide Trade. We believe the passage of the legislation will help
provide needed ship repair work for U.S. firms.

There are presently no cruise ships operating between U.S. ports. The entry of the
Cunard Princess and the Cunard Countess into this market will immediately provide
jobs in ship repair. It is anticipated that at least $5 Million annually in ship repair
business will be generated by this action.

Unemployment is extremely high in the ship repair industry. The cadre of skilled
labor, a vital resource to our national defense is being lost. We can't have jobs if we
can't have the ships.

In conclusion, the California Small Business Ship Repair Association strongly sup-
ports H.R. 2883. Passage of this legislation would benefit American ports by provid-
ing substantial work to local ship repair companies of the ports visited.

Thank you for your support.
Sincerely,

ROGER A. PIOCHI, President.

TRAvALASKA TouRs,
Seattle, Wash., June 7, 1983.

Re H.R. 2883.
Congressman MARIO BIAGGI,
Merchant Marine and Fisheries, Rayburn Building, Washington, D.C

DEAR MR. BIAGGI. I am writing to you in support of H.R. 2883, legislation which
would permit the Cunard Countess and Cunard Princess to become American cruise
ships.

As President of TravAlaska Tours, a Seattle-based tour company which annually
sends 5,000 vacationers to Alaska, and founder of Westours, Alaska's largest tour
operator, I am particularly concerned with the lack of American ships cruising
America's last frontier. Not since the demise of the Alaskan Steamship Company in
1954 has the Inside Passage cruise industry seen a major United States passenger
vessel. From that date forward, there have been no American passenger ships oper-
ating in Alaskan waters until the introduction last year of the 98-passenger Majes-
tic Alaska Explorer (Exploration Holidays and Cruises). All of the remaining ships
are foreign registry, flying the flags of the Bahamas, Netherlands Antilles, Monro-
via, England, Italy and other foreign ports of origin.

1957 was the beginning of strictly passenger ship operations geared to the sale of
package tours. My former company, Alaska Cruise Lines, Ltd., began package tours
in that year with two small steamers under the Canadian flag. This was the turn-
around in the passenger business in Southeast Alaska. Our success attracted other
companies. In 1969 the SS Monterey entered Alaskan waters. This was a short-lived
operation due to the demise of that firm. Shortly thereafter, Princess Cruises began
operation with the "Princess Italia", followed shortly by the Princess Carla. I sold
my company and its four ships to Holland America Cruises in 1971. That company
has continued to serve Alaska, and is introducing a new 1,200 passenger ship, the
Nieu Amsterdam (Netherlands Antilles registry) into Alaskan waters in 1984. Addi-
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tionally, Princess Cruises (England registry) has announced that a new 1,200 passen-
ger ship will be introduced in this operation in 1985.

There is a long and growing list of presently foreign flag carriers serving Alaska
whose total cruise revenues exceed $300 million (U.S.) a year. The foreign ships, be-
cause of the Jones Act, depart from Vancouver in British Columbia, bypassing Seat-
tle. The resulting loss to the economy of the State of Washington is substantial, and
passengers are required to travel the additional distance into British Columbia to
board their foreign flag cruise ship.

The Inside Passage cruise industry is thus substantially controlled and dominated
by foreign companies.

I whole-heartedly endorse H.R. 2883, which would put an end to a foreign monop-
oly in our own waters, and provide for American owned, American flag, American
manned and maintained ships. As an American corporation this enterprise would in
addition be subject to American tax laws. This bill would pave the way for a return
of American ship ownership in the Alaska cruise trade.

I appreciate your consideration on this very important measure, and am hopeful
that you will endorse H.R. 2883. Please submit this statement for the record of the
hearings on H.R. 2883.

Sincerely,
CHARLES B. WEST, President.

AsSOcIATION OF RETAIL TRAVEL AGENTS, LTD.,
June 9, 19831.

Re H.R. 2883.
Hon. MARIO M. BIAGGI,
Chairman, Subcommittee on Merchant Marine,
Washington, D.C
(Attention: Ms. Ann Mueller, clerk.)

DEAR CONGRESSMAN BIAGGI: The Association of Retail Travel Agents, Ltd. (ARTA)
is a national association comprised of over 1,800 appointed retail travel agencies lo-
cated throughout the United States. In addition, over 1,500 individual travel agents
are members.

Travel agents are in the service business. The typical travel agent provides a wide
range of services to the public in connection with domestic and foreign travel. One
of the primary areas in which agents provide clients with travel related service is
cruising. Because H.R. 2883 would provide the American public with new travel op-
portunities by allowing the ships Cunard Princess and Cunard Countess to enter the
intra-coastal cruise trade flying the American flag and employing American
seamen, ARTA is pleased to express its support for this measure.

With the passage of H.R. 2883 travel agents will be able to write itineraries which
would offer a range of large and smaller ports on the U.S. coastline and in the
Great Lakes. ARTA believes such opportunities will be of significant interest to the
traveling public. Currently, the American traveling public is being forced to visit
foreign ports and has been denie.J the opportunity to cruise in U.S. waters.

It should be noted that the individual travelers would not be the only segment of
the public to benefit from the proposed measure. Local businesses in U.S. ports
would undoubtedly benefit by the increase in tourism dollars generated by such
cruises.

At the present time there is a boom in cruising aboard foreign flag cruise ships
from U.S. ports to foreign waters, but domestic cruising is very circumscribed due to
the lack of American flag vessels. We would encourage the Committee to pass this
legislation which will enable Americans to cruise American waters and the Ameri-
can coastlines in large modern American vessels.

Please include this statement for the record of the Subcommittee hearings. Your
assistance in supporting this measure will be very much appreciated.

Very truly yours,
RONALD A. SANTANA, President.
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MASSPORT,
Washington, D.C., June 13, 1983.

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine,
Washington, D.C.

DEAR MR. CHAIRMAN: This statement is submitted on behalf of the Massachusetts
Port Authority ("Massport") in support of H.R. 2883, a bill which would permit the
passenger vessels Cunard Princess and Cunard Countess to operate in the U.S. coast-
wise passenger trade. Massport strongly supports this legislation because it would
serve to revitalize the American pleasure cruise industry and promote tourism in
the United States.

Massport believes that H.R. 2883 would benefit American ports in several signifi-
cant ways. Although the intent of U.S. maritime law is to protect and promote the
American maritime industry, such laws )perate in fact to limit the availability of
!arge U.S. flag passenger vessels for use in the cruise industry. This occurs because
the cost of building a large passenger vessel in U.S. shipyards is prohibitively expen-
sive, leaving only foreign flag ships to operate competitively in the lucrative Ameri-
can cruise market. As a result, the cruise industry serving the American public is
dominated today by foreign flag vessels.

H.R. 2883 would waive the "build American" provision of current law to allow the
Cunard Princess and Cunard Countess, which would fully comply with all other U.S.
requirements, to operate in the domestic coastwise trade. No comparable major pas-
senger vessels have been registered in the United States in over twenty-five years.

The reflagging of the Cunard Princess and Cunard Countess would provide signifi-
cant benefits to U.S. ports. U.S. r-artime laws restrict the number of calls which
can be made by foreign flag ships at U.S. ports. As a result, the cruises offered to
the American public are to Caribbean, Canadian and Mexican destinations. Today
there are nio cruises offered solely between U.S. ports by large, luxury cruise vessels.

We understand that, subject to Congressional approval, Cruise America Line, Inc.
intends to offer a range of cruise schedules on the Cinard Princess and Cunard
Countess between large and small seaports along the U.S. coastline and within the
Great Lakes. This service would provide new opportunities for the American cruis-
ing public to visit historic ports and other points of interest by ship. The operation
of cruises on large, modern vessels with ports-of-call at U.S. ports would provide sub-
stantial shoreside economic benefits. For example, domestic shipyards could service
the vessels for repairs, overhauls, and routine maintenance. Revenues would flow
from visiting passengers patronizing the local hotel, restaurant, entertainment and
tourism industries, as well as spending tourist dollars in local shopping areas. Final-
ly, opening up additional U.S. ports to the cruise industry would serve to benefit the
American tourist industry generally.

In conclusion, Massport urges the Subcommittee to favorably consider the poten-
tial benefits to U.S. ports offered by H.R. 2883 and to favorably report this legisla-
tion.

Massport respectfully requests that this statement be accepted and made a part of
the record on H.R. 2883.

Thank you.
Sincerely,

PATRICK B. MOSCARITOLO,
Director, Public and Government Affairs.

AMERICAN EXPRESS Co.,
Washington,- D.C., June 14, 1983.

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine, Committee on Merchant Marine and

Fisheries, House of Representatives, Washington, D.C.
DEAR CHAIRMAN BIAGGI: American Express Company supports H.R. 2883, a bill

which would allow a U.S. company, Cruise America, to operate the cruise ships
Cunard Princess and Cunard Countess in the intra-coastal cruise trade, employing
American seamen and flying the American flag.

As one of the principal purveyors of cruise travel packages, we are aware of the
importance of offering our clients the widest possible range of itineraries between
ports on the U.S. coastline and in the Great Lakes.

As we understand the effect of this legislation, it will increase the total available
intra-coastal cruise services by offering additional itineraries not now available.
Such an increase in activity will generate substantial additional employment and
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revenue opportunities at more American ports of call in many industries including
food, entertainment, hotels, shore excursions, airline sales, rental cars and restau-
rants.

We urge that the Subcommittee take prompt and favorable action on this legisla-
tion.

Sincerely,
Louis V. GERSTNER, Jr.,

Chairman and Chief Executive Officer.

STATEMENT BY M. LEE RICE, PRESIDENT-ELECT, SHIPBUILDERS COUNCIL OF AMERICA

The Shipbuilders Council of America-composed of principal shipbuilders, shipre-
pairers and ship component manufacturers in sections of the country-oppose any
legislative effort to reflag the foreign-built Cunard Princess and Cunard Countess
and permit those ships to engage in U.S. coastwise passenger trades. A copy of our
current membership list is attached as an appendix to this statement.

Reflagging of these foreign-built vessels would be in contravention of the long-
standing principles of the Jones Act which the Congress has reaffirmed time and
time again and which the current Administration has reaffirmed on three occasions
in the past year.

The national security rationale of the Jones Act which requires that only U.S.-
flag, U.S.-built vessels may operate in U.S. coastal, intercoastal and non-contiguous
trades has consistently enjoyed bi-partisan endorsement and support.

Just as consistently, there have been efforts to breach the principles of the Jones
Act. The attempted justifications are varied. In virtually every instance, they have
reflected a flavor of transparent opportunism which, on examination, has no rel-
evancy to U.S. national security interests. What few Jones Act exceptions which
have been granted have been either miscellaneous in character or of proven nation-
al defense need.

The Cunard Princess/Cunard Countess legislation does not meet the national secu-
rity test as prescribed by the Jones Act. Introduction of a foreign-built passenger
vessel in U.S. domestic trades on the premise that it would be available to the U.S.
Navy as a hospital ship in time of emergency would adversely affect at least four
pending projects contemplating U.S. construction of hospital ships for the Navy and
U.S. construction or conversion (S.S. United States) of passenger vessels fo'r oper-
ation under the U.S. flag.

These projects are well along, and, on realization, would provide urgently needed
work for the increasingly depressed U.S. shipbuilding industry. More importantly,
the integrity of the Jones Act would be preserved as the Congress has long intended.

Finally, trade publications indicate that the passenger cruise business is univer-
sally in the doldrums, and skeptics can understandably question the real motivation
of the Cunard Princess/Cunard Countess proposal. The national security interests of
the United States would not be supported by the admission of these vessels to the
Jones Act trades.

REGULAR MEMBERS

ADDSCO Industries, Inc., Post Office Box 1507, Mobile, AL 36601.
The American Ship Building Co., Suite 800, Lincoln Pointe Building, 2502 Rocky

Point Road, Tampa, FL 33607; Amship Division; Lorain, OH, Tampa Shipyards, Inc.,
Tampa, FL.

Avondale Shipyards, Inc,, Post Office Box 50280, New Orleans, LA 70150.
Bath Iron Works Corp., 700 Washington Street, Bath, ME 04530.
Bay Shipbuilding Corp., 605 N. 3rd Avenue, Sturgeon Bay, WI 54235.
Bethlehem Steel Corp., Shipbuilding Division, Bethlehem, PA 18016, Beaumont,

TX, Sparrows Point, MD.
Coastal Dry Dock & Repair Corp., Brooklyn Navy Yard, Building 131, Brooklyn,

NY 11205.
Dillingham Maritime Group, P.O. Box 4367, Portland, OR 97208.
General Dynamics Corp., Pierre Laclede Center, St. Louis, MO 63105; Electric

Boat Division, Groton, CT, and Quonset Point, RI; Quincy Shipbuilding Division
Quincy, MA, and Charleston, SC.

General Ship Corp., 400 Border Street, East Boston, MA 02128.
Ingalls Shipbuilding Division, Litton Industies, Post Office Box 149, Pascagoula,

MS 39567.
Jacksonville Shipyards, Inc., 750 East Bay Street, Post Office Box 2347, Jackson-

ville, FL 32203.
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Jeffboat, Incorporated, P.O. Box 610, 1030 East Market Street, Jeffersonville, IN
47130.

Lockheed Shipbuilding and Construction Company, 2929 Sixteenth Avenue, SW,
Seattle, WA 98134.

Marine Power & Equipment Co., Inc., 1441 North Northlake Way, Seattle, WA
98103.

Marinette Marine Corp., Ely Street, Marinette, WI 54143.
Maryland Shipbuilding & Drydock Co., Post Office Box 537, Baltimore, MD 21203.
National Steel & Shipbuilding Co., Harbor Drive at Twenty-Eighth Street, Post

Office Box 80278, San Diego, CA 92138.
Newport News Shipbuilding, 4101 Washington Avenue, Newport News, VA 23607.
Norfolk Shipbuilding & Drydock Corp., Post Office Box 2100, Norfolk, VA 23501,

Norfolk, VA (2 plants), Berkeley, VA.
Northwest Marine Iron Works, Post Office Box 3109, Portland, OR 07208.
Pennsylvania Shipbuilding Company, P.O. Box 442, Chester, PA 19016.
Savannah Shipyard Co., Post Office Box 787, Savannah, GA 31402.
Southwest Marine, Inc., Foot of Sampson Street, Post Office Box 13308, San Diego,

CA 92113.
Todd Shipyards Corp., Todd Pacific Shipyards Corp., One State Street Plaza, New

York, NY 10004, Alameda, CA, Brooklyn, NY, Galveston, TX, Houston, TX, Los An-
geles, CA, New Orleans, LA, San Francisco, CA, Seattle, WA.

Tracor Marine, Inc., Post Office Box 13107, Port Everglades, FL 33316.

ALLIED INDUSTRIES, MEMBERS

Bird-Johnson Co., Walpole, MA.
Borg-Warner Corp., York Division, York, PA.
Colt Industries, Inc., Washington, DC.
Combustion Engineering, Inc., Windsor, CT.
Eaton Corp., Cutler-Hammer Products, Rockville, MD.
General Electric Co., Schenectady, NY.
Hopeman Brothers, Inc., Waynesboro, VA.
Hughes Aircraft Co., Los Angeles, CA.
Jamestown Metal Marine Sales, Inc., Boca Raton, FL.
Jered Brown Brothers, Inc., Troy, MI.
Lake Shore, Inc., Iron Mountain, MI.
MacGregor-Comarain, Inc., Cranford, NJ.
Raytheon Service Company, Arlington, VA.
SMATCO, Inc., A TBW Industries Company, Houma, LA.
Sperry Corp., Marine Systems, Great Neck, NY.
Transamerica Delaval, Inc., Trenton, NJ.
Ward Leonard Electric Co., Inc., Mount Vernon, NY.
Hayward Industrial Products, Inc., Elizabeth, NJ.
Poten & Partners, Inc., New York, NY.
McNab, Inc., Mount Vernon, NY.
Western Gear Corp., Lynwood, CA.
Westinghouse Electric Corp., Pittsburgh, PA.
Worthington Pump Corp., Harrison, NJ.

NAVAL ARCHITECT MEMBERS

J. J. Henry Co., Inc., New York, NY.
John J. McMullen Associates, Inc., New York, NY.

ASSOCIATION MEMBERS

The American Waterways Operators, Inc., Arlington, VA.
New England Ship Repair Yard Assn., East Boston, MA.
New York and New Jersey Dry Dock Assn., New York, NY.
Western Shipbuilding Assn., San Francisco, CA.

AFFILIATE MEMBERS

Tomlinson Refrigeration & Supply Co., Elizabeth, NJ.
Standard Marine Services, Inc., Bayonne, NJ.
New York Protective Covering Industries, Inc., Brooklyn, NY.
C-O-Two Sales & Service, Hoboken, NJ.
Ocean Electronics, Inc., Brooklyn, NY.
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Terry Corporation, New London, CT.

STATEMENT OF DUDLEY R. BRIGGS, PRESIDENT, CONTESSA CRUISE LINE, INC., HOUSTON,
TEX.

Mr. Chairman and members of the subcommittee, it has taken a long time, but
U.S. business and labor understand now, to a greater degree than ever before, that
U.S. enterprise must compete on a global scale. And adjustments are taking place
involving business and labor to make us more competitive.

Extensive study of the economics of passenger ship operation has given us at
Contessa the confidence that we can build passenger ships in U.S. shipyards with
American steel, electronics, hardware, furniture, interior accommodations, and
other components, man them with American crews and still compete in the expand-
ing ocean cruise trade.

An ocean liner currently being designed for Contessa by Giannotti & Associates,
Inc., an Annapolis based naval architectural firm and therefore American, is sched-
uled for construction beginning late this year. This will be the first such vessel to be
built in the U.S. in two decades, the first genuine "Jones Act" ship flying the U.S.
flag to enter the fast-growing vacation cruise trade that began in the sixties to
expand to 100 ships worldwide, sixty percent of which operate in U.S. and Carib-
bean waters and cater to Americans.

Not one of the world's fleet of ocean liners legitimately flies the U.S. flag. The
only two that are U.S. flagged are under exemptions granted by Congress and oper-
ate off Hawai;

Aside from Contessa, we have learned of several other firms with plans to build
"U.S." and operate as U.S.-flag liners. They have concluded, as we have, that even
though it is cheaper to build ships elsewhere, the advantages of flying the U.S. flag
tend to mitigate the build-foreign economics, not completely but enough to allow us
to do it if we do not have to contend with unfair competition in operation of the
vessels. Operating against foreign-built ships that have been granted coast-wise
rights would be grossly unfair competition.

Shipbuilding is highly labor intensive. It also supports other domestic industries,
the steel business for one, which has been in a seriously impaired state for a long
time, but is finally making the adjustment to become more competitive. U.S. mari-
time officers and crewman have recognized the need to adjust their contracts to re-
flect international conditions and thereby gain employment.

Those of us who are responding to these happy circumstances that promise to re-
juvinate a huge segment of the U.S economy by building and operating ships, with-
out government operating subsidies, are justifiably concerned about attempts to cir-
cumvent the provisions of the 50-year-old Jones Act just at the time when the U.S.
so critically needs the economic benefits of a revitalized shipbuilding and operating
industry.

Contessa's first ship will compete economically with the Italian, Danish, English,
German, French, and Finnish-built ships that swarm around our coastline-57 in
number, and building it will employ several thousand workers for over a year. It
will require about 3,000 tons of American steel, and finally employ a crew of about
200 U.S. taxpayers.

Contruction of our second ship is scheduled to begin on the launching of the first.
These ships will be built in U.S. yards, using steel made in U.S.A. We expect to
build as many as five such vessels.

Now come some measures that threaten to extinguish this ember that has so
much promise. H.R. 2883 would give coastal rights to two foreign-built ships. Other
measures, we understand, are in the offing.

Regaining lost markets is a tough, bootstrap ordeal, one requiring cooperation of
every segment of our labor and industrial complex. Let us not legislatively throw in
the towel just when the actual participants are ready to roll up their sleeves and go
to work. I therefore, respectfully urge that these measures be defeated.

CRUISE SHIPS OPERATING FROM UNITED STATES AND CARIBBEAN PORTS

Ves Registry Passenger Owner or operator

Am ericanis ................................ Greek ........................................ 617 Chandris, Inc.
Astor ......................................... W est German ............................ 600 Astor United Cruises.
Atlantic ..................................... Panama ................. 1 ,067 Home Lines.
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CRUISE SHIPS OPERATING FROM UNITED STATES AND CARIBBEAN PORTS-Continued

Vessels Registry Passenier Owner or operatorcapaci

Azure Seas ............. do........................ .............. 734
Boheme .. .............................. W est German ............................ 500
Carla C ..................................... Italian ....................................... 748
Carnivale ................................... Panam a ..................................... 1,100
Constellation .............................. G reek ........................................ 392
Constitution .............................. United States ............................ 800
Cunard Countess ........ British ................ 800
Cunard Princess ........... do....................................... 800
Daphne .. . ...................... .... Gree k ....................... ............... 465
Dolphin ................................... Panam a ..................................... 565
Emerald Seas ...... ...... do................... 920
Europa ...................................... W est Germ an ............................ 600
Fairsea ...................................... Liberia ....................................... 830
Fairwind ............... do................... 900
Festivale ................................... Panama ................. 1,400
Golden Odyssey ......... Greek ................. . 460
sand Princess ......... British ................ 630

di r s .................... Panam a .................................... 1,100
Nieuw Amsterdam ................... Netherland Antilles .................. 1,200
Nordic Prince ........................... Norw ay ............ .................... 1,038
Norw ay ............... do......................... ............. 2,000
O ceanic .................................... Panam a .................................. 1,034
Oceanic Independence ............... United States .......... ............ 750
Oceanus ................................... Greek ................... 500
Pacific Princess ....... .. British .................. 630
Queen Elizabeth ........ ... do ..................................... 1,815
Rhapsody ..... .......................... Baham a ................................... 800
Rotterdam ............ Netherlands Antilles .................. 850
Royal Viking Sea ............ Norway .................. 725
Royal Viking Sky ....................... do ................... 725
Royal Viking Star .......................... do .................... 725
Sagafjord .............. do....................................... 505
Scandinavia ............................... Baham a .................................... 1,000
Scandinavian Sea .......... do...................................... 1,000
Scandinavian Sun .......... do.................. 1,000
Skyw ard ................................... Norw ay ..................................... 790
Song of Am erica ..................... ...... do ....................................... 1,400
Song of Norway ........... do....................................... 1,040
Southw ard .............. do...................................... 738
Starw ard .............. do....................................... 740
Stella Oceanis .......................... Greek ........................................ 300
Stella Solaris ............ do......................... ............. 650
Sun Princess ............................. British ....................................... 700
Sun Viking ................................ Norw ay ..................................... 728
Sunward It .. . .......... do....................................... 718
Tropicale ................................... Liberia ....................................... 1,200
Veendam ................................... Netherlands Antilles .................. 715
Volendam .............. do....................................... 715
Veracruz .................................... Panam a ..................................... 700
Victoria ............... do....................................... 652
Vistafjord .. . . ....................... Norw ay ..................................... 635
World Renaissance ....... Greek ................. . 426

Total (ships 55), 45,172
capacity.

Western Steamship Lines.
Commodore Cruise Line.
Costa Line.
Carnival Cruise Lines.
K-Lines Regency Cruises.
American Hawaii Cruises.
Cunard Line.

Do.
Carras Cruises.
Paquet Ulysses Cruises.
Eastern Steamship Lines.
Hapag Lloyd.
Sitmar Cruises

Do.
Carnival Cruise Line.
Royal Cruise Line.
Princess Cruises.
Carnival Cruise Line.
Holland America Cruises.
Royal Caribbean Cruises Line.
Norwegian Caribbean Cruise Lines.
Home Lines.
American Hawaii Cruises.
Epirotiki Lines.
Princess Cruises.
Cunard Line.
Paquet French Cruises.
Holland America Cruises.
Royal Viking Line.

Do.
Do.

Norwegian American Cruises.
Scandinav;an World Cruises.

Do.
Do.

Norwegian Caribbean Cruise Lines.
Royal Caribbean Cruise Line.

Do.
Norwegian Cruise Lines.

Do.
Sun Line.

Do.
Princess Cruises.
Royal Caribbean Cruise Line.
Norwegian Caribbean Cruise Lines.
Carnival Cruise Lines.
Holland America Cruises.

Do.
Bahama Cruise Line.
Chandris, Inc.
Norwegian American Cruises.
Epirotiki Lines.

Mr. BIAGGI. Do any members desire to make any opening state-
ments?

Mrs. Boxer.
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Mrs. BOXER. Yes, thank you, Mr. Chairman. And we'll be hearing
from people from the San Francisco area and I'm very pleased that
you are having a hearing on this bill.

As you point out, Mr. Chairman, this is the chance to double our
cruise ship fleet, which is, in itself, a very sad commentary on the
state of that fleet, but it is a modest step forward.

I am very interested in the question of job creation that will go
along if this bill does pass and that will be the subject of my ques-
tions, and I look forward to the hearing.

Thank you.
Mr. BIAGGI. The first witness will be the Honorable E. Clay

Shaw, Florida, former member of this committee and a valued
member at that.

Mr. Shaw.

STATEMENT OF liON. E. CLAY SHAW, JR., A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF FLORIDA

Mr. SHAW. Thank you, Mr. Chairman.
It's particularly a bright spot in my day to be able to come back

to this subcommittee, which I did enjoy serving under your chair-
manship and along with many of the members that are still on this
committee and it's particularly a delight for me to be able to bring
back to this committee such an important piece of legislation.

If H.R. 2883 is enacted, the Cunard Princess and the Cunard
Countess will become U.S.-flag vessels subject to all U.S. laws regu-
lating safety, crewing, and ownership.

The vessels will be owned and operated by Cruise America Line,
Inc., a U.S. corporation headquartered in my home district of Fort
Lauderdale, Fla.

I would like to introduce to the committee Mr. Bob Lambert; his
wife, Sally; and his son, Bob, Jr., seated directly behind me, whom I
have known for many years; in fact, since I first moved to the city
of Fort Lauderdale almost 20 years ago.

While sounding quite simple, this changeover will benefit a
broad range of people and industries by stimulating currently un-
derutilized segments of our economy. For American seafarers, 1,050
jobs will be created.

For American shipyards and their workers, maintenance and,
repair work will be created where it currently does not exist. For
the local economies of the U.S. port cities on both our coasts and
the Great Lakes, 900 passengers coming to call will provide a large
shot in the arm. For the ports themselves, increased traffic will
occur. And, for the various related travel and tourism industries,
such as hotels, airlines, rental cars, and restaurants, a beneficial
ripple effect will result.

In addition to these economic reasons, I am enthusiastic about
this legislation because it will encourage Americans to see Amer-
ica, and I think we all would agree as to the value of that.

As you know, the Jones Act prohibits foreign-flag vessels from
cruising strictly from one U.S. port to the next. As a result, for-
eign-flag vessels originating their cruise in the United States typi-
cally cruise to a foreign port, such as the Caribbean Islands,
Mexico, or Canada.



Under another typical route, a foreign-flag vessel originates from
a foreign port; then visits one or two U.S. ports.

The bottom line in both these scenarios is that U.S. tourists are
forced to leave the country in order to take a cruise. H.R. 2883 will
enable people to see our cities, our coasts and our lakes, if that is
their desire.

For a variety of reasons, principally cost factors, passenger cruise
ships are simply not being built in U.S. shipyards and you can
count on one hand the number of such U.S.-flag vessels in exist-
ence today.

In addition to the peacetime benefits of having these two ships
cruising our waters, there exists a national security reason to sup-
port reflagging: as U.S.-flag ships, the Princess and the Countess
will be requisitioned and converted into troop carriers or hospital
ships if they are needed in time of national emergency.

Because these two vessels are of modern design and of relatively
recent construction, they would be particularly well suited to meet
the rigors of such a conflict.

What we are saying with H.R. 2883 is that here is a plan by
which everyone-labor, industry, and Government-gains while
nobody loses. It is a plan that is supported by various seagoing
union groups. It is a plan that is supported by mayors of key port
cities from around our country.

Ultimately, it's a plan that I think the members of this commit-
tee and the entire Congress will support. It is also, ladies and gen-
tlemen of this committee, one that will benefit each and every port
of the States represented on this committee and I would say that
perhaps with .ne possible exception of the State of Kentucky. How-
ever, I am assured that the bars will be stashed with Kentucky
straight bourbon whiskey so I think even Mr. Snyder would benefit
from this legislation.

I would welcome your questions.
Mr. FOGLIETTA. Mr. Chairman.
Mr. BIAGGI. Mr. Foglietta.
Mr. FOGLIETTA. This is not really in the form of a question, but I

think, rather, to correct the record or straighten out the record.
On the statement made by the chairman, you stated that a"coastwise-qualified vessel" is one that is built in the United

States; is documented as a U.S. vessel and is crewed by U.S. citi-
zens. This legislation is necessary since the Cunard vessels fail to
meet all of these requirements.

I think the implication might be there that we are exempting all
three requirements. The fact is that we're not. We're exempting
the one requirement-the fact it was built outside the United
States only. And the fact is: the Cunard Princess and the Countess
will meet the other two requirements-namely, that it will be a
documented U.S. vessel and will be crewed by U.S. citizens.

Mr. SHAW. The gentleman is quite correct.
Mr. FOGLIETTA. I just wanted to get the record straight for that,

sir.
Mr. BIAGGI. Mr. Bateman.
Mr. BATEMAN. Nothing.
Mr. BIAGGI. Mrs. Boxer.
Mrs. BOXER. No.
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Mr. BIAGGI. Thank you very much, Mr. Shaw.
Mr. SHAW. I thank you.
Mr. BIAGGI. Robert L. Lambert, president, Cruise America Line.

STATEMENT OF ROBERT LAMBERT, PRESIDENT, CRUISE
AMERICA LINE, INC.

Mr. LAMBERT. Thank you, Mr. Chairman, and members of the
subcommittee, for providing us with the opportunity to testify on
H.R. 2883, a bill which would permit the passenger vessels, the
Cunard Princess and Cunard Countess, to operate in the United
States coastwise passenger trade.

This bill, if enacted, would significantly promote the revitaliza-
tion of the U.S.-flag passenger ship industry and at the same time
strengthen this Nation's military preparedness.

Cruise America Line Inc., is a corporation based in Fort Lauder-
dale, Fla. The company was formed for the purpose of purchasing
vessels to operate in the cruise business.

As part of its efforts to serve the U.S. passenger ship industry,
Cruise America would purchase two major 900-passenger cruise
liners-the Princess and the Countess. Because these ships were
built in Danish shipyards, they cannot sail under U.S.-flag by oper-
ation of the Jones Act and other U.S. laws.

H.R. 2883 would waive the prohibition which denies U.S. flagship
status to these ships and thus enable the Countess and Princess to
operate in the U.S. coastwise trade. No other provisions of the U.S.
maritime law would be affected by H.R. 2883 and these vessels
would comply in all other respects to the laws applicable to U.S.
flag ships, including U.S. Coast Guard, Interstate Commerce Com-
mission, and Maritime Administration regulations.

The ships will meet all American ownership requirements and
would be crewed by Americans. Finally, as required by U.S. laws,
all future ship repairs, maintenance, and annual overhauls would
be performed in U.S. shipyards.

Before entering into discussions with Cunard to purchase these
vessels, Cruise America diligently pursued the possibility of having
ships constructed in U.S. shipyards.

We learned, however, that, due to the high costs of construction,
it is uneconomically unfeasible to construct large passenger vessels
comparable to the Cunard Countess and Princess in domestic ship-
yards.

In fact, the prohibitive cost of constructing such ships in domes-
tic shipyards has allowed foreign flag ships to dominate the Ameri-
can cruise market. A fleetwide survey of potentially available
cruise tonnage resulted in a decision to select the Countess -and
Princess, the only two ships that we know of that are readily con-
vertible to fully meet U.S. requirements at a reasonable conversion
cost. This conversion will be facilitated by the fact that these ships
were originally contract-designed for a U.S. corporation to conform
to U.S. regulations.

Last year, some 90 foreign-flag ships carried over 1.5 million
North American passengers on cruises to foreign ports. Industry
projections predict that this year the cruise industry will earn 4.9
billion, up from 2.1 billion in 1979.
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We think it's time that U.S.-flag cruise ships, with American
crews, visiting American ports, have the opportunity to increase
their share of this economic pie. Furthermore, because of the prohi-
bitions imposed by the Jones Act, foreign-flag ships are restricted
in the number of calls which may be made at U.S. ports.

As a result, many American ports are being denied the availabil-
ity of luxury cruise services such as those to be offered by the Prin-
cess and Countess.

Instead, the cruises available today to the American public are to
foreign destinations. There are no regular cruises offered today
along the coastline between the American ports on large, luxury
cruise vessels comparable to those which will be offered by the
Countess and Princess.

Operation of the Princess and Countess under the U.S. flag would
provide a major step in revitalizing the American luxury cruise in-
dustry.

First, it would add approximately 1,050 full-time jobs to our mer-
chant marine. At a time of 47 percent unemployment in this sector
of the economy, Mr. Chairman, you can well appreciate the signifi-
cance of these new jobs.

In addition, numerous auxiliary shoreside jobs would be created.
Cruise America intends to operate one of the ships between ports
along the east coast, the Gulf of Mexico, and the Great Lakes and
the other ship along the west coast and Alaska.

Cruise passengers visiting ports-of-call would generate revenues
to the hotel, restaurant, entertainment and tourist industries of
our seaports.

Industry statistics reflect that, while in port, passengers on
luxury cruise ships spend an average of $250 per passenger per
day.

In addition, any repairs would be made at domestic shipyards,
further benefiting the American economy. Numerous other pur-
chases associated with the operation of an ocean-going, passenger
vessel, such as fuel, oil, and stores would also boost the American
economy.

Allowing the Princess and Countess to operate under the U.S.
flag will promote tourism in the United States. We intend to offer
cruise packages emphasizing our American heritage, featuring
visits to our restored inner-city historical and recreational areas
such as Boston, New York, Philadelphia, Baltimore, Alexandria,
Charleston, New Orleans, Savannah, Key West, San Francisco, San
Diego, Long Beach, Seattle, Galveston, Portland, and Detroit.

The shallow draft and maneuverability of the Countess and the
Princess will allow them to call on many interesting smaller com-
munities as well, such as Mackinac Island, Michigan; the Fjords of
Maine; Jamestown and Yorktown for Williamsburg, Virginia-
ports heretofore unserved by the luxury cruising industry.

We also anticipate creating interesting and historical side trips,
by working with operators of our excellent smaller American-flag
cruise ships. Our itineraries will be on a rotational basis, moving
North to South with the seasons.

In all, we feel very excited about the opportunity which our
cruises will create for Americans to visit historical seaports and ex-
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perience our seafaring heritage, as well as tour our beautiful shore-
lines by ship.

Mr. Chairman, we also wish to bring to your attention the poten-
tial significance this legislation holds for our national defense.
There are presently only two U.S.-flag passenger vessels which
could be utilized by the Department of Defense as troop carriers or
auxiliary hospital ships in the event of a national emergency.

You will recall, Mr. Chairman, that they also required enabling
legislation in order to operate in the coastwise trade. The sister
ships Princess and Countess could readily be converted for military
use in times of crisis.

Both ships are about 6 years old; will meet American Bureau of
Shipping and U.S. Coast Guard standards, and are ideally suited
for military use due to their high speed, maneuverability, density,
and shallow draft.

As cruise ships, each vessel has a passenger capacity of 900 and
accommodations for a crew of 350; for military purposes, they could
each accommodate approximately 3,000 troops.

In addition, the ships will be manned by an American crew
which could be available on board, providing reserve crews where
necessary.

As we witnessed in the recent Falkland Island crisis, when the
Cunard Countess was transformed in less than 7 days for use in
troop and supply transfer, the potential military use of civilian
commercial vessels during wartime is significant.

I am sure you are aware, Mr. Chairman, that the U.S.S.R., in
contrast, is -,aid to maintain 67 passenger vessels which could be
used as military troop transports.

Finally, Mr. Chairman, this legislation has support from all sec-
tors of the maritime industry, including major maritime unions,
shipyards, port authorities, seaport municipalities across the
Nation and all segments of the tourism industry.

H.R. 2883 will allow operation under the U.S. flag of two large,
modern, fuel-efficient passenger ships at no direct subsidy from
U.S. taxpayers, no expenditure of Federal funds and no Federal
guarantees.

Our plans for the Princess and Countess will create new jobs,
stimulate the economy, and generate additional tax revenues to the
U.S. Treasury.

Mr. Chairman, in closing, I want to add that our estimates indi-
cate that this project will contribute $160 million annually to the
Nation's economy. We hope you share our enthusiasm in develop-
ing a market for cruises emphasizing our American heritage.

Finally, we urge expeditious consideration of this legislation. Ex-
tensive delays may jeopardize this great opportunity.

This concludes my prepared remarks, Mr. Chairman. Thank you
again for the opportunity to testify today on behalf of Cruise Amer-
ica Line in support of H.R. 2883.

I will be pleased to answer any questions.
Also, please include my statement for the record.
Mr. BIAGGI. Thank you, Mr. Lambert.
From the list of people you say support the bill, it sounds like it's

unanimous, except we have some witnesses today who will take a
contrary view.
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How much will it cost and how long will it take to comply with
the Coast Guard's safety standards? And, after that, how long will
it take before you go into operation?

Mr. LAMBERT. The estimated cost to have the ship comply with
the Coast Guard regulations is approximately $2 million.

We estimate a period of 6 to 9 months from the date that this
legislation is passed until such time as we would be in operation.
This would include time for the sellers to complete their cruise
schedule, for us to premarket the ship and to conform with the ICC
requirements, and do the conversion work.

Mr. BIAGGI. According to the Journal of Commerce, Trafalgar
House, which owns these vessels, has denied they have any plans
to sell them to Cruise-America. Is that strictly in-house?

Would you please explain it to us?
Mr. LAMBERT. Mr. Chairman, I believe what we read there has to

do with in-fighting between two major corporations in the United
Kingdom-one trying to take over the other. And it really doesn't
reflect our situation. We do have definite arrangements to pur-
chase these vessels.

Mr. BIAGGI. Mr. Foglietta.
Oh, wait a minute. Are you asking me to yield on this point-

this question?
Mr. FOGLIETTA. Did you?
Mr. BIAGGI. Well, I haven't even taken 5 minutes. I know you

are impatient.
The U.S. Customs Service has ruled recently that the Cunard

Princess may depart from Vancouver, stop at four coastwise ports
and disembark passengers at Whittier, Alaska.

Although the filing pertains specifically to Alaska, similar itiner-
aries may be developed between the United States and foreign
ports as a result of the Customs Service ruling. Then, why is this
bill necessary?

Mr. LAMBERT. Mr. Chairman, we plan to call on many, many
major ports in the United States. We have a sizable investment
here. We've expended a lot of time and energy, and we feel it's a
matter for the Congress to decide that we can perform this service
on a permanent and not just on a temporary basis.

Mr. BIAGGI. You stated in your testimony you explored the possi-
bility of having a cruise ship built in the United States and further
stated the disparity in cost was discouraging and wasn't economi-
cally feasible.

What were the costs?
Mr. LAMBERT. Mr. Chairman, we dealt with two yards and pro-

vided these two yards extensive data, drawings and statistics-re-
quired performance, et cetera, and we received two quotes in the
order of magnitude from $250 million up to $400 million with deliv-
ery schedules of 5 to 6 years and no cap on the escalations.

At that point, it just wouldn't be economically feasible to pursue
that course.

Mr. BIAGGI. Did you check in foreign shipyards to see how much
it would cost?

Mr. LAMBERT. No, we did not.

25-905 0 - 84 - 5
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Mr. BIAGGI. Would it be appropriate to ask you how much you
are paying for these ships? If you're dealing with a business secret,
then don't.

Mr. LAMBERT. It really isn't customary for shipowners to divulge
that type of information before a sale. However, the sellers are a
large, public company and, after the completion of the sale, that
information would be public knowledge.

Mr. BIAGGI. Where is the cruise trade that you intend to attract
going now?

Mr. LAMBERT. The majority of the cruise trade that we tend to
attract will be created trade. The balance we hope to derive from
penetrating the foreign market and also again creating new mar-
kets. We will lean heavily on soliciting foreign tourists to cruise
the United States on our ships.

Mr. BIAGGI. If I understand it correctly, you will confine your
ships to visiting America-the American ports exclusively?

Mr. LAMBERT. That is correct.
Mr. BIAGGI. You testified that there isn't any other vessel doing

that at this point.
Mr. LAMBERT. The only other two major vessels cruising Ameri-

can waters are the two vessels in the Hawaiian Islands that cruise
between the Hawaiian Islands and an occasional positioning voyage
to the United States.

Mr. BIAGGI. Not beyond the Atlantic coast?
Mr. LAMBERT. Not to our knowledge. I'm quite sure they are not.
Mr. BIAGGI. I am advised there are some smaller vessels engaged

in this kind of trade.
Mr. LAMBERT. That is quite true. There are a number of very fine

operators that operate smaller vessels. They do, however, operate
in a marketplace and on a run that's different-it's a different en-
vironment than what we are proposing to provide.

Those ships use the inland waterway system, whereas, we will be
operating deep-sea from port to port, with the inland sections only
being up the tributaries and so forth into the major cities.

Mr. BIAGGI. You don't see yourself as competition to these other
vessels or hurting them in any way?

Mr. LAMBERT. No. We think just the contrary. In fact, we've
talked to some of these operators-had very positive conversations,
and we feel confident that we will help each other, both through
the advertising, the great amount of effort and money that we will
spend in promoting American cruising and also we intend to work
with the smaller operators as to side trips and feeder operations,
such as you see in the airline industry.

Mr. BIAGGI. In the past Congress has granted legislative waivers
to vessels that were not operated as intended by their owners.

Why will your plans for the Princess and the Countess be any dif-
ferent?

Mr. LAMBERT. Well, it's our intention to operate these ships. The
ships exist. They are in commission. They are ready to go. We don't
require any extensive rebuilding-refurbishing. They are here.
They are a fact and, for that reason, I think that we have every
intention of proceeding and operating the ships.

Mr. BIAGGI. I understand that the service you propose to offer
would result in the elimination of your present service out of
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Puerto Rico at San Juan. Do you plan to provide any future serv-
ice?

Mr. LAMBERT. We don't, no, I'm sure some other operator will.
Mr. BIAGGI. Why not?
Mr. LAMBERT. You mean future service in Puerto Rico?
Mr. BIAGGI. Either for passenger transportation-that's right-to

Puerto Rico.
Mr. LAMBERT. Yes.
Mr. BIAGGI. You are doing it now, aren't you?
Mr. LAMBERT. Well, the present owners of the ship are doing it

now but we would not contemplate doing that.
Mr. BIAGGI. You make mention that these vessels are a shallow

draft. How much water do they draw?
Mr. LAMBERT. Between 17 and 18 feet.
Mr. BIAGGI. Really.
Mr. Dyson?
[No response.]
Mr. BIAGGI. Mr. Foglietta.
Mr. FOGLIETTA. Thank you, Mr. Chairman.
Mr. Lambert, I am interested in the potential use of the Princess

and the Countess by the Navy as hospital ships and as auxiliary
troop ships.

In fiscal year 1983, $300 million was appropriated to the Navy
for the new hospital ship construction and conversion. And the
Navy has requested additional funds for this purpose for fiscal year
1984.

I am a member of the Armed Services Committee so, therefore,
I'm quite familiar with this problem. There is certainly a need for
the Navy for additiona] hospital ships or ships which could poten-
tially be used as hospital ships.

Did I hear you correctly? Did you state that there are only two
ships available now for possible conversion to either troop carriers
or hospital ships in our merchant fleet?

Mr. LAMBERT. To my knowledge, there are only two major U.S.-
flag ships in operation-the Independence and the Constitution in
the Hawaiian Islands. And we have no other ships in commission
that would be available besides the two subject ships here.

Mr. FOGLIETTA. Isn't the United States also available?
Mr. LAMBERT. The United States is not in commission as yet.
Mr. FOGLIETTA. No?
Mr. LAMBERT. No.
Mr. FOGLIETTA. There are only two available at this time?
Mr. LAMBERT. That's correct.
Mr. FOGLIETTA. How difficult would it be and how much money

would we be talking about to convert these two ships to either hos-
pital ships or troop ships, if the need be there?

Mr. LAMBERT. I think it's interesting to note-as I said previous-
ly-that one of the sister ships, the Countess, was used in the Falk-
land crisis. She went out of service, was converted-extensive con-
version, I might add-the placement of the helicopter deck, many
changes, engineroom changes, fuel capacity, and so forth and so on
and all this was done in less than a 7-day period. I believe it was
done in San Juan. And she was back on her way to the Falkland
Islands.
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And, also, I should point out, on board both of these ships are
complete hospital facilities existing at the present time, with oper-
ating suites and wards. Plus the general configuration of the ship
with the rooms and so forth should make it relatively easy to con-
vert for hospital use and also for troop transport.

Mr. FOGLIETTA. How long did that take in the Falkland crisis to
convert that ship?

Mr. LAMBERT. Less than a week.
Mr. FOGLIETTA. Less than a week?
Mr. LAMBERT. Less than 1 week.
Mr. FOGLIETTA. Final question. When is the last time that a

cruise ship was built by an American shipyard and put into service
as a cruise ship?

Mr. LAMBERT. Something over 25 years ago.
Mr. FOGLIETTA. Do you know what the name of that ship was?
Mr. LAMBERT. I believe the last ship built in this country was the

Santa Rosa which is now laying in Baltimore.
Mr. FOGLIETTA. Santa Rosa?
Mr. LAMBERT. Yes.
Mr. FOGLIETTA. Thank you, Mr. Lambert.
Mr. LAMBERT. Thank you.
Mr. BIAGGI. Mr. Bateman.
[Negative response.]
Mr. BIAGGI. Mr. Hertel.
Mr. HERTEL. Thank you, Mr. Chairman, for your testimony and

for having this new idea to create jobs. I would like to remind the
committee that, of course, we have jurisdiction over the Great
Lakes in Michigan. And we, in Michigan, have the largest seacoast
of any State in the Nation and we have no passenger service of any
consequence on the entire Great Lakes.

In Michigan, tourism has now become our No. 1 industry. It's
one of the few that's expanding. It's a service industry. Therefore,
all people have an opportunity to be involved in jobs related to
tourism. They create more jobs by the different services-by the
different activities. And this really would be a shot in the arm for
Michigan's economy and all the surrounding Great Lakes States.
In fact, the major reason that's given for us not receiving the
Democratic convention for 1984, aside from the good work of my
colleague from the San Francisco area and others in California
did-is it was argued that we didn't have enough hotel rooms.

And, Mr. Lambert, how many people would be able to stay on
these two ships?

Mr. LAMBERT. 900 per ship.
Mr. HERTEL. They said we were 2,000 people short for the Demo-

cratic convention. [Laughter.]
And I might remind my Republican colleagues that, in the 1980

convention, it was an excellent place to have that kind of political
decisionmaking made. I'm also on the Armed Services Committee
and I'm glad that my colleague, Mr. Foglietta, brought up the ques-
tion of hospital assistance. I can't think of a more necessary thing
or a more needed thing now, in looking at our total defense budget,
than making sure that, if we ever had a war-time situation, we
would be able to take care of our injured service people as quickly
and well as possible.
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And, even with the new ship coming on line, we have this inter-
im problem. Even after that ship is online, we are going to have a
problem potentially of having military operations in different parts
of the world where hospital ships might be needed.

Last, I'd like to commend you again for bringing jobs to our State
if this bill is enacted and jobs to other parts of the country.

I think that, first of all, you pointed out how much will be spent
on repairs by American personnel-the millions that will be spent
on reconditioning now and in the future and I think that it could
lead to American-made ships running these courses, too, once
they're proved profitable because, in the Great Lakes and in other
areas that you mentioned that you are going to use the cruise
ships, there were formerly passenger ships under the American
flag. The fact is that now it is somewhat of a gamble.

I think that, if you can prove it's profitable; successful, there will
be more ships of this sort and American-made ships in the future,
and so I commend you for taking this step and I think it's an excit-
ing step for the Great Lakes and for the other areas that you are
going to plan the cruises for.

Mr. BIAGGI. Mrs. Boxer.
Mrs. BOXER. What kind of employment opportunities will be cre-

ated, Mr. Lambert?
Mr. LAMBERT. On board the 2 ships, there will be a crew of ap-

proximately 1,050. That would be 350 crewmen onboard each ship
at one time. In addition to that, of course, you have all the shore-
side operations plus the ancillary jobs in the transportation indus-
try, the hotel industry, shops, restaurants and so on-not to men-
tion repairs.

Mrs. BOXER. Would you just divide the jobs in half? The ships are
the same size?

Mr. LAMBERT. The ships are identical. You would divide them in
half. Perhaps what's slightly confusing is that, normally, in a 2-
ship operation, you really have 3 crews that rotate so, usually,
there would be 350 on board each ship all the time.

Mrs. BOXER. In this situation, if you have one operating on the
west coast and one on the east, would you then hire the west coast
people from the west coast?

Mr. LAMBERT. I'm quite sure we would. It wouldn't make much
sense to do it otherwise.

Mrs. BOXER. So it is your intention, then, that the jobs for at
least one of the ships would be forthcoming from the west coast?
This is a very important issue for me in my support of this.

Mr. LAMBERT. Yes. I would say right down the middle.
Mrs. BOXER. Right down the middle. And I can give those com-

ments of yours to my friends on the west coast.
Mr. LAMBERT. Yes, most definitely.
Mrs. BOXER. How often does a ship the size of these ships get re-

paired in the home port?
Mr. LAMBERT. At least once a year.
Mrs. BOXER. That would depend on how things go. At least once

a year?
Mr. LAMBERT. At least once a year, they have their annual over-

haul, which at the present time on these two particular ships has
exceeded, in foreign yards, something over $5 million a ship.
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Mrs. BOXER. $5 million each time the ship has a major overhaul?
Mr. LAMBERT. Yes. In addition to that, of course, from time to

time, you do renovations and improvements and hopefully, down
the road, if things go the way we think they are, the ships would
probably be midsectioned and additional cabins placed in the
middle of the ships, as has been done in many other cruise ships
that go out of this country.

Mrs. BOXER. And you would make those kind of renovations in
the home port more than likely.

Mr. LAMBERT. More than likely. It is required by law that repair
and modification be done in U.S. yards, yes.

Mrs. BOXER. And my last question: about how many days do the
passengers stay in port when they are cruising around?

Mr. LAMBERT. It depends on the type of the service and the port
but, in major ports, at least 1 day and 1 night.

Mrs. BOXER. And your figures show something like $250 per pas-
senger on the average is spent in these ports?

Mr. LAMBERT. These are industry statistics and, of course, that
reflects foreign ports as well and that also reflects all the services
involved, not just what the individual passengers spend in restau-
rants and shops and so forth but the services that the ship re-
quires-line handlers and tugs and the onshore expenses of the
passengers. That's correct.

Mrs. BOXER. OK.
Mr. LAMBERT. Some ports even use a higher figure than that.
Mrs. BOXER. Thank you very much. Those are all the questions I

have.
Mr. BIAGGI. I'm glad you clarified that $250 because it didn't

sound right. The testimony conveyed the impression that each pas-
senger at each port spent $250. That would drive away-I know the
admiral says that's why he never goes on cruises. Something didn't
make sense and I think that's an important question.

Mr. Donnelly.
Mr. DONNELLY. I have no questions.
Mr. BIAGGI. Mr. Lambert, thank you very much.
Mr. LAMBERT. Thank you, Mr. Chairman.
Mr. BIAGGI. Mr. Frank Drozak, president of Seafarers Interna-

tional Union.

STATEMENT OF FRANK DROZAK, PRESIDENT, SEAFARERS
INTERNATIONAL UNION OF NORTH AMERICA, AFL-CIO

Mr. DROZAK. Thank you, Mr. Chairman and members of the sub-
committee.

My name is Frank Drozak, and I am president of the Seafarers
International Union of North America, AFL-CIO. We appreciate
the opportunity to express our strong support for H.R. 2883, a bill
which would continue the revitalization of the U.S.-flag passenger
fleet.

H.R. 2883 and its companion bill, S.1197, would allow the passen-
ger vessels, Cunard Princess and the Cunard Countess, to be docu-
mented under the laws of the United States and operate in a do-
mestic trade.
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These vessels would join the Oceanic Independence and the SS
Constitution in the oceangoing U.S.-flag passenger fleet. The suc-
cessful revival of the U.S.-flag passenger fleet is important to our
national security. Allowing the Cunard Princess and the Cunard
Countess to join the U.S.-flag fleet would provide hundreds of jobs
in the U.S. seafaring and related maritime industries. It would in-
crease the revenues to the U.S. Treasury through taxes on personal
and domestic corporate income. It would also help the U.S. balance
of payments by lessening the flow of U.S. dollars to foreign-flag
cruise lines.

But perhaps most important of all is the contribution the growth
of the U.S.-flag passenger fleet would make to the American na-
tional security.

The U.S. Navy and the U.S. Army have become increasingly con-
cerned about the lack of American vessels to serve as troop ships
and hospital ships in time of national emergency.

The recent Falkland Islands conflict underscored the importance
of passenger vessels in an emergency situation. Three British ves-
sels, the Queen Elizabeth II, the Canberra, and the Uganda, were
used as troop and hospital ships during the crisis.

Certainly, the United States with far greater international secu-
rity requirements than the British met in the Falkland conflict
would require more than the troop-carrying capability offered by
the two U.S.-flag passenger vessels presently sailing in the Hawai-
ian trade.

By law, the Princess and the Countess would be available for
naval auxiliary service in time of need if H.R. 2883 was enacted
into law. Each of these vessels is 436 feet long and carries 938 pas-
sengers. In time of national security, they would be of tremendous
value, with shallow drafts of 17 to 18 feet.

H.R. 2883 would also help our Nation's troubled shipbuilding mo-
bilization base. In order to meet the Coast Guard safety require-
ments, both ships would have to undergo 2 million dollars' worth of
repairs and modifications in U.S. shipyards.

Additionally, an average of $5 million annually would be spent
in U.S. shipyards on maintenance for the vessels.

It is our understanding that one of these vessels will operate in
the Great Lakes during the summer and along the east coast
during the winter months; the other vessel would operate in
Alaska during the summer and along the southern California coast
during the winter.

If the Princess and the Countess prove to be successful in these
trades, this will provide even greater incentive for investors to
place more U.S.-flag passenger vessels in service.

Before closing, I would like to add that it is truly unfortunate
that almost all of the nearly one hundred passenger vessels that
operate in the United States are of foreign registry. This situation
needs to be changed and H.R. 2883 is part of the answer to create
the American-flag passenger ship for the future of the American
merchant marine.

Mr. Chairman, I am prepared to answer any questions. Thank
you.

Mr. BIAGGI. Thank you, Mr. Drozak.
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Mr. Drozak, Contessa Cruise Line, Houston, Tex., has advised the
subcommittee that an ocean liner is being currently designed and
is scheduled for construction beginning late this year.

A witness who will follow will testify that additional cruise ships
are being built at Blount Marine in Rhode Island, Jeff Boat in Indi-
ana, and Nichols Brothers in Washington. Are you aware of these
developments?

Mr. DROZAK. Yes, I am.
But they are not the cruise ships that we are talking about. They

are small, inner-island ships that carry 35-have 35 staterooms or
40 staterooms on them. You have several of those in this country
today.

Mr. BIAGGI. How about the ocean liner that's being designed?
Mr. DROZAK. I'm not aware of the ocean liner being designed. I

do know of a situation relative to the World's Fair, out on the west
coast, that our people have been contacted about-a passenger ship
to use as hotel facilities out there, but I don't know of an American
flag ship they would be talking about.

Mr. BIAGGI. What vessel is being contemplated for hotel facili-
ties? Is that a foreign vessel?

Mr. DROZAK. I don't know other than they have contacted us
about a ship they would like to use in the World's Fair-during the
World's Fair out in Los Angeles next year. Whether it's an Ameri-
can-flag ship or a foreign-flag ship, I do not know.

Mr. BIAGGI. In the light of your response, would it be reasonable
for us to conclude that the enactment of this legislation would
hardly impact negatively on the kind of trade that these smaller
vessels are engaged in?

Mr. DROZAK. No, I think it would increase it, Mr. Chairman, and
I'll tell you why. I have the opportunity to travel around the
United States and, particularly, I was in San Diego Maritime Day
and the concern of the people on the west coast-particularly, San
Diego and Los Angeles-is the need for passenger ship service up
and down that coast and into Alaska there.

That is one of the reasons I believe one of our good congressmen
from San Diego had offered a bill to allow foreign-flag passenger
ships to go from San Diego to Los Angeles-Seattle and then into
Alaska, via Mexico. And I certainly don't-if the traffic is there for
that, then certainly there would be traffic for American-flag ships.
That's why we support this bill.

Mr. BIAGG.. Would enactment of this bill impair the ability of
other companies to build in the United States and then compete ef-
fectively with these cheaper, foreign-built Cunard vessels?

Mr. DROZAK. Mr. Chairman, on passenger ships: to build passen-
ger ships in the United States, I don't see in the future unless the
act of God comes about-any passenger ship will be built in the
United States.

Mr. BIAGGI. You anticipated my next question. I'm going to pose
it to you and probably elicit the same response, purely for the
record.

Mr. FIELDS. Would the chairman yield?
Mr. BIAGGI. Mr. Fields. Glad to.
Mr. FIELDS. Sir, we became aware of the situation at a late date.

In fact, I have here a letter dated June 10, 1983, from Mr. Dudley
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Briggs who is president of Contessa, and so we are just beginning
to get involved in this issue, and his letter contradicts to a large
extent some of the testimony that's been given.

I would like to ask unanimous consent that this letter be includ-
ed at this point in the record, because I think the letter makes
some compelling points, particularly along the line of questioning
that you just asked.

Mr. BIAGGI. I don't know if we have a copy of that letter.
Mr. FIELDS. Mr. Chairman, I don't believe you do.
Mr. BIAGGI. We have a copy and it is included in the record.
But why don't you read the letter?
Mr. Fields.
Mr. FIELDS. You'd like for me to read the letter to him?
Mr. BIAGGI. Yes. .1 think you should do that at this point.
Mr. FIELDS. Mr. Chairman, the letter is dated June 10, 1983. It's

addressed to me. I think there is a statement that is in the folder
concerning or based on this letter but the letter itself is not in the
record.

Mr. BIAGGI. The letter will be in the record of this hearing. We,
by virtue of unanimous consent, requested it at the outset of the
hearing. Why don't you read the letter and get close to that micro-
phone, Mr. Fields?

Mr. FIELDS. Mr. Chairman, the letter is dated June 10, 1983. The
letter is from Contessa Cruise Line Inc., in Houston, Tex., and it's
addressed to me:

DEAR CONGRESSMAN FIELDS: It has taken a long time, but U.S. business and labor
understand now, to a greater degree than ever before, that U.S. enterprise must
compete on a global scale. And adjustments are taking place involving business and
labor to make us more competitive.

Extensive study of the economics of passenger ship operation has given us at
Contessa the confidence that we can build passenger ships in U.S. shipyards with
American steel, electronics, hardware, furniture, interior accommodations and other
components, man them with American crews and still compete in the expanding
ocean cruise trade.

An ocean liner currently being designed for Contessa by Giannotti and Associates,
Incorporated, an Annapolis-based naval architectural firm, is scheduled for con-
struction beginning late this year. This will be the first such vessel * * * "-the
first such vessel-" * * * to be built in the United States in two decades. This will
be the first genuine "Jones Act" ship flying the U.S. flag to enter the fast-growing
vacation cruise trade that began in sixties to expand to 100 ships worldwide, sixty
percent of which operate in U.S. waters and cater to Americans.

Not one ocean liner legitimately flies the U.S. flag. The only two that are U.S.
flagged are under exemptions granted by Congress and operate off Hawaii.

Aside from Contessa, we have learned of several other firms with plans to build
"U.S." and operate as U.S.-flag liners. They have concluded, as we have, that, even
though it is cheaper to build ships elsewhere, the advantages of flying the U.S.-flag
tend to mitigate the build-foreign economics, not completely, but enough to allow us
to do it if we do not have to contend with unfair competition in operation of the
vessels.

Shipbuilding is highly labor intensive. It also supports other domestic industries,
the steel business for one, which has been in a seriously impaired state for a long
time, but is finally making the adjustment to become more competitive. U.S. mari-
time officers and crewmen have recognized the need to adjust their contracts to re-
flect international conditions and thereby gain employment.

Those of us who are responding to these happy circumstances that promise to re-
juvenate a large segment of the U.S. economy by building and operating ships with-
out government operating subsidies are justifiably concerned about attempts to cir-
cumvent the provisions of the 50-year-old Jones Act just at the time when the U.S.
so critically needs the economic benefits of a revitalized shipbuilding and operating
industry.
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Contessa's first ship is small by comparison to the Italian, Danish, Swedish,
German, French, and Finnish-built ships that swarm around our coastline-57 in
number, but building it will employ several thousand workers for over a year. It
will require about 2,000 tons of American steel, and finally employ a crew of about
150 U.S. taxpayers.

Our second ship, construction of which is scheduled to begin on the launching of
the first, will Lr almost twice as large. These ships will likely be built in Texas
yards, using steel made in Texas. We expect to build as many as five such vessels.

Now come some measures that threaten to extinguish this ember that has so
much promise. H.R. 2883 would give coastal rights to two foreign-built ships. Other
measures, which we only learned of today and therefore have not reviewed in detail,
are H.R. 1139 and H.R. 1197.

I respectfully urge you to use your considerable influence to kill these measures
in committee. I understand H.R. 2883 is being considered the 15th of June.

I would appreciate the opportunity to appraise you of the Contessa Line's pro-
gram for the operation or cruise ships from the Texas coast. There are some excit-
ing elements to it which have considerable economic potential for Texas, as well as
the Nation.

Sincerely,
DUDLEY R. BRIGGs,

President.

Mr. BIAGGI. Thank you, Mr. Fields.
Mr. FIELDS. Thank you, Mr. Chairman.
Mr. HERTEL. Mr. Chairman.
Mr. BIAGGI. Mr. Hertel.
Mr. HERTEL. Well, since we've taken the letter at this point in

the record, let me ask: What size is he talking about for these two
ships?

Mr. FIELDS. These are ocean liners.
As I said, we just got the letter earlier this week and have begun

the investigation process to get more information.
Mr. Chairman, I would like, again, to make a unanimous consent

request. I would like to get more information about these ships and
include that information in the record and, further, like to make
that information available to members of this subcommittee and
the full committee.

Mr. HERTEL. I have no objection. I think that would be interest-
ing, but I think we should show at this point in the record that you
are talking about something totally different from the two ships
we've been discussing this morning.

Mr. FIELDS. I cannot really respond to that accurately because, at
this point, I don't have the information if we are talking about the
same type and the same size of ships.

Evidently, the people in this company who want to build U.S.
ships feel that there could be a very negative impact on their archi-
tectural design work, their construction work, and have a negative
impact on our steel industry and the labor markets in this country.

Mr. HERTEL. I don't think this. I understand that, but I think we
should show at this point in the record that we are talking about
ships of a very shallow draft of 18 feet. That's important because
they can reach every port in the country, which I don't think-I'm
sure that ocean liners that you are talking about of that size could
not; second, that we already know that they exist and what they
can do; they are a concrete fact that will create jobs. And, finally,
we look at the hospital situation. Even with the new hospital ship
that we are building in our Department of Defense, one of the
more important options with these ships is that, with the shallow
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draft, they would be able to assist our Armed Services in many
parts of the world that the larger hospital ship or these other
ocean cruisers would not be able to go into.

Mr. FIELDS. Well, I appreciate the gentleman's comments and I
was trying to point out to the chairman that there was an effort in
America to use American shipyards to build ships that would fly
U.S. flags and I think the letter was very compelling in saying that
this has not happened in two decades which I think is an impor-
tant point and I wanted to bring it to the attention of the commit-
tee at this point, and I appreciate the chairman for yielding.

Mr. BIAGGI. From this letter, I don't see where there is a conflict,
although I think it's important we have as much information in
connection with this Contessa Cruise Line as possible. It heartens
me to know that there is some American know-how going to work
and attempting to get a cruise ship built in America.

The Contessa vessels would be engaging in foreign cruises. The
two are not in conflict here.

They may be simply like the two ships in the Hawaiian Islands.
The owners of those ships don't especially want the Princess and
the Countess to be given these waivers. They would not be in direct
competition, although there may be some ancillary competition.

Mr. FIELDS. Mr. Chairman, if you'd yield.
Mr. BIAGGI. Yes.
Mr. FIELDS. Again, I'd just like to respond so that I could be accu-

rate to this committee and to you, because I know you have such
an interest in this area. I would like to get the answers to those
specific questions.

Mr. BIAGGI. Sure.
Mr. FIELDS. And supply the information again, not only to you

but to the full committee.
Mr. BIAGGI. Absolutely.
Mr. FIELDS. And the subcommittee.
Mr. BIAGGI. Absolutely, Mr. Fields.
Mr. FIELDS. And I appreciate your interest.
Mr. BIAGGI. At the bottom of that first page of the letter: "Aside

from Contessa, we have learned of several other firms with plans
to build U.S.- and operate as U.S.-flag liners." That's a very gener-
al statement.

Mr. Lambert testified that the Cunard vessels would not conflict
in any way with the smaller passenger vessels. Mr. Drozak testified
that the advent of these two vessels might enhance the business of
the smaller vessels. So be a little wary of general statements. As
far as the ocean liner that they mention, I'd appreciate more infor-
mation.

I'd like to point out clearly: There isn't a conflict.
Mr. FIELDS. OK.
Mr. BIAGGI. The kind of cruise trade that these two vessels would

be embarking on is strictly coastwise. It's very different. And we've
heard testimony that there isn't any other vessel plowing the
waters in this form of activity, as contrasted to the traditional for-
eign cruises.

Mr. FIELDS. Thank you, Mr. Chairman.
Mr. BIAGGI. OK.
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But whatever information you can get. We would be glad to have
it, frankly.

I was about to ask you a question, Mr. Drozak. I'll ask you the
question now, I'm interested in seeing how you respond to it in
light of the point that Mr. Fields brought up?

Do you see an American-built passenger fleet?
Mr. DROZAK. Mr. Chairman, we've had people come to us for the

last 10 or 15 years, since the passenger service went out of busi-
ness, talking about building ships. I believe I remember now a dis-
cussion relative to some people out of Texas. The Congressman
brought up this question now. He's talking about a 2,400-passenger
ship, trading in the worldwide service area.

I had met with some people from Texas some 3 years ago in the
same discussion. They had drafts and blueprints and all. Nothing
has ever come of it, and very time that something-someone at-
tempts to try to give service in the United States, these types of
situations pop up.

The record is very clear in my opinion that nothing has been
done, and nothing will be done, relative to building passenger ships
in the United States under the present system that we are living
under.

They cannot build them and compete with the foreign-flag com-
petition when the foreign shipyards can build these ships proper,
fast, and turn them out. I believe the estimates they've given us-
that it would take 5 years to build one of these types of ships.

Furthermore, the investment. I would like to know more about
this company-the Congressman raised. I'd certainly be interested
in it, because I know of such a vehicle at the present.

I do say, Mr. Congressman, in all due fairness to you and this
committee, you can get all types of letters from people when they
are in opposition to something that might be good for this country
or good for some segments of this country, when their best interest
is not there, and certainly I would like to see some of it.

Mr. BIAGGI. Given the picture as you understand it, are there
any other alternatives to this piecemeal legislation?

Mr. DROZAK. Mr. Chairman, I know of no other alternatives at
the present time. I think we are in dire need right now and, as I
stated in my statement there, also, the military has stated that we
would be in serious trouble if we had to move some troops to the
Middle East and other parts of this country today-only on the
basis of what has happened to us.

And, looking at the history as to what has happened to the Falk-
land Islands, we need those ships now. We need them yesterday.

And I believe that the military-and I believe that they have so
testified to the seriousness that this country is in and would be in
in the event of a conflict; having to move troops as we did in Korea
and Vietnam situations.

Those troop ships that we had then are no longer in existence.
These ships would fit the pattern and would certainly be useful.

Alternative? I don't believe there's an alternative.
Mr. BIAGG. In the light of the total picture as you know it,

aren't you by implication saying that the only alternative available
is building foreign?
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Mr. DROZAK. The question of passenger ships? Yes. Because, Mr.
Chairman, we haven t had passenger ships built in this country in
25 years. The question of building ships foreign-I believe, Mr.
Chairman, you know my position very strongly. I oppose foreign
building for the purpose of destroying-demolishing the shipbuild-
ing mobilization in this country, I think it would not be healthy for
us; second, it would destroy jobs, craftsmen that I don't believe we
would ever bring back into this country. It takes many hours to
train craftsmen for the shipyard.

For those reasons and others, I oppose foreign building. I also
oppose foreign reflagging with the exception of, in these cases, but
you know, Mr. Chairman; the record is very clear that we have tes-
tified only on those cases where we felt that it was necessary and a
must for the security of this country and also that it would create
certain amount of jobs and give us a certain flexibility.

Mr. BIAGGI. Mr. Hertel.
Mr. HERTEL. Mr. Drozak, what's the unemployment rate of your

union members?
Mr. DROZAK. We have, in the whole maritime industry seagoing

jobs 16,000 jobs. Employment in our union is about-we have 6,000
seagoing jobs.

Mr. HERTEL. What would you think you might realize out of-
your unemployment rate, then, is over 50 percent--

Mr. DROZAK. Yes.
Mr. HERTEL. How many jobs do you think you'd realize out of

these two ships?
Mr. DROZAK. These two ships would create 900 jobs.
Mr. BIAGGI. Mr. Bateman.
Mr. BATEMAN. Thank you.
Mr. Chairman, I've been reading some of the statements that

have been submitted and I find references to the liner United
States. I used to be able to look across Hampton Road and see that
magnificent ship sitting in Newport News year after year, unused.

Apparently, there are plans to acquire it from the Maritime Ad-
ministration and put it in service, and there are some concerns ex-
pressed here in some of the statements that the bill before us
would negatively impact on those plans.

Are you familiar with the plans for the United States and how
they might be impacted by this legislation?

Mr. DROZAK. Well, sir, I believe I am familiar with it. Certainly, I
don't believe we would have any impact at all. I believe the surveys
in the domestic trade as far as passenger service is concerned-
there's enough for several of these ships out there and I don't be-
lieve that these two ships will have that impact on the "Big U"

coming out and sailing on the refurbishings that they intend to do;
the service that they intend to give.

It's going to attract, in my opinion, a different class of people
than what the cruise-the smaller cruise lines-will be creating.

Now, also, maybe the gentleman who will be testifying later-
but I believe that this ship is going to run worldwide and also in
domestic trade, too.

Mr. BATEMAN. You are speaking of the liner, United States.
Mr. BIAGGI. Yes, sir. I hope the owners of this company can cer-

tainly get this ship out. We would look forward to seeing it with
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the American flag on it again and cruising the waters--the Ameri-
can waters and the foreign waters. But I don't believe that this bill,
and I've looked at it very carefully, would have any impact on the
"Big U" coming out and competing. The business is there for these
ships. I think there is enough traffic there in a domestic trade-
particularly in the Great Lakes and the coastwise trade, the Alas-
kan trade-for several of these types of ships, and we certainly
need them. We certainly need the "Big U," too.

Mr. BATEMAN. Mr. Chairman, if I might ask a further question:
the statements that I have read by the proponents of the bill are
very impressive. However, suppose this bill is passed and these two
foreign-built vessels are reflagged.

What kind of precedent does that establish for this committee if
someone in the next session wants two more and then two more?
Where does that lead us?

Mr. DROZAK. Well, Mr. Chairman, if you did that-if you gave a
blanket, then you would destroy the domestic trade. There's only so
much of the domestic trade there, as we view it in the passenger
services.

And I believe it's suitable enough to handle the two ships that
we presently got out-these two ships and a couple more. But I
think if you open it up-domestic trade-further than that, then
you would destroy what we are trying to do and that is to rebuild a
passenger service for two reasons. First, to be able to have Ameri-
can people riding American-flag ships and be able to compete with
the competitors there; and second, to preserve the security of the
national security relative to these types of ships and the value they
will be to national security.

Mr. BATEMAN. Thank you, Mr. Drozak.
Mr. DROZAK. Thank you, Mr. Chairman.
Mr. BIAGGI. Thank you, Mr. Drozak.
Mr. Jerome E. Joseph, vice president, District 2 Marine Engi-

neers Beneficial Association.
Mr. Joseph.

STATEMENT OF JEROME E. JOSEPH, VICE PRESIDENT, DISTRICT
2 MARINE ENGINEERS BENEFICIAL ASSOCIATION-ASSOCIAT-
ED MARITIME OFFICERS
Mr. JOSEPH. Thank you, Mr. Chairman.
I am before you this day representing District 2 Marine Engi-

neers Beneficial Association in support of H.R. 2883 which will
permit the reflagging of the Cunard Countess and the Cunard Prin-
cess for service in the U.S. coastal trade.

As you very well know, this bill, if enacted, will instantaneously
double the U.S.-flag passenger ship fleet-opening another ocean to
such a fleet-and will also be fulfilling the two significant purposes
of a U.S.-flag merchant marine.

The two purposes this industry provides our Nation are on the
economical front and an arm of national defense. Further, the out-
flow of U.S. dollars in the cruise industry is nothing short of aston-
ishing and petrifying. Even more so is the fact that this passenger
cruise industry begins and ends in U.S. ports, carrying American
citizens to the tune of better than 90 percent of all passengers.
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We must provide the hundreds of jobs which this bill will create,
both ashore and afloat to taxpaying Americans and allow vacation-
ing Americans to spend those same dollars in an American, rather
than foreign, entity.

The cruise ships Constitution and Independence-the Pacific
coast fleet-Pacific Ocean fleet, rather, we call it-prove beyond a
doubt that America can return to this highly sophisticated and
competitive industry on a profitable basis.

Additionally, these vessels can and will, when necessary, be used
in times of national emergency. In fact, one of the subject vessels
served its current national owners well during that nation's recent
emergency over the Falkland Islands.

Mr. Chairman, those who oppose the enactment of H.R. 2883 will
not, and cannot, disagree with what I have said. The depressed
world market causing many American seafarers and others to be
out of a job is well known to all. Without a job, a person ceases to
be a taxpayer to the detriment of our economic recovery plan and
aspirations.

Mr. Chairman, I shall not get into the specifics concerning the
market studies, number of jobs ashore and afloat to be created, al-
though that will be a significant number with the taxes paid as a
result thereof. I leave that to those who know better than I.

Those in opposition cannot justifiably do so on the grounds of
"flag" competition because, sadly, there is none, nor can they on
the grounds that it can't work because it is working vis-a-vis the
Independence and the Constitution, despite the current economic
situation. They will, Mr. Chairman, wrap their objections in the
Jones Act.

It is, indeed, not easy to serve two masters. We find ourselves
doing just that. District 2 MEBA-as a citizen of the maritime com-
munity, is not and never will be in favor of granting Jones Act
waivers on a willy-nilly basis. In fact, we feel strongly that the
Jones Act is the sole cause of having any U.S.-flag coastwise fleet
and in some areas should be strengthened.

But priorities must be noted. The American flag must have a
higher priority than our industry's revered Jones Act. That flag of
ours needs a merchant marine viable in peace and formidable in
war. These ships under the American flag strengthen both of the
significant purposes of the U.S. maritime industry in its service to
our country.

'It is for these important reasons we pray the Congress enact into
law H.R. 2883. Thank you very much.

Mr. BIAGGI. Thank you, Mr. Joseph, for a very clear statement. I
think you've capsuled the entire picture. That's why this commit-
tee periodically considers the individual applications for various
ships.

I just have two questions. They've been answered by Mr. Drozak
and we'd like to get your organization on record in response to
them.

Do you foresee an American-built passenger fleet or will we have
to continue to resort to legislation like 2833?

Mr. JOSEPH. Well, you referred to two different items here earli-
er. One was the building of American passenger ships. I don't fore-
see that.
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In 1958, the Brazil, the Argentina, and the Santa Rosa were built
and those were the last ones built in the United States-to my
knowledge.

This one being built in Texas is very interesting to us. I had no
knowledge of it prior to this hearing, Mr. Chairman. I don't foresee
building in the United States in the near future.

Mr. BIAGGI. Do you, in light of the total picture, see building for-
eign passenger vessels as the only alternative?

Mr. JOSEPH. No. Reflagging foreign is an immediate fulfillment
of our needs. These two ships will be an instant fix as opposed to
the "Big U" which we are in favor of doing, by the way. And we
think, as Mr. Drozak testified, that there's no conflict of market
area. However, that's 2 years down the pike. Now, this is instant.

You stated yourself, Mr. Chairman, that the Maritime Adminis-
tration put out statistics saying there were 1 million American pas-
sengers last year. I believe it was last year. I believe I'm accurately
quoting you. That million passengers is a significant number and
one that would make everybody happy in the field. If we can't at-
tract them to the American flag, we should not go into the business
in the first place.

But also assuming that they spend totally for rooms and ancil-
lary enjoyment or whatever $1,000 each, that alone is 1 billion of
U.S. dollars outflowing without any restriction whatsoever.

So I think the immediate instantaneous reaction should be the
reflagging of foreign-flag ships. I'm talking about passenger ships
only. Mayb: there should be a grace period of a year for ships to
make applications to reflag without hearing-without having piece-
meal legislation, I leave that to you to decide.

In any event, it cannot hurt this country in the two significant
purposes of this industry.

Mr. BIAGGI. Will this bill impair the ability of other companies to
build in the United States and then compete effectively with the
cheaper foreign-built Cunard vessels?

Mr. JOSEPH. I have some difficulty in answering that in the sense
that I don't even agree that we should just concern ourselves with
the competition of the other American-flag ships.

We should concern ourselves with the competition of the multi-
ple of foreign-flag ships that are out there today.

If there was some way to build a ship, put an American flag on
it-build it American, put an American flag on it, crew it Ameri-
can like we want to do and be competitive with the foreign indus-
try, there would be no concern about how our relative standing is
with another American-flag ship.

And I think that has more significance than whether or not one
American-flag ship knocks out another American-flag ship.

Mr. BIAGGI. Well, I could accept that in the free market with no
special act of Congress. But here, a special act of Congress would
infuse into the business two additional vessels that would have the
potential of injuring an existing company. I think that would have
to be your concern as well as mine.

Mr. JOSEPH. Well, that is a concern but the existing companies
are unknown to me personally and that doesn't mean my concern
is any less, but there are the two facets that we have to consider,



Mr. Chairman. That is the economics and the national defense fea-
tures.

The vessels that we talked about earlier are not conducive to na-
tional defense.

Mr. BIAGGI. Those facets are being considered. The national de-
fense aspect is an important consideration as well as the economic
features. We've received testimony, and we haven't received any to
the contrary, that this is a unique type of business-a unique type
of cruise and there's no existing company providing this kind of
service. So we're not really concerned about the negative impact on
others that might-that could be in the business, because apparent-
ly there aren't any others.

No further questions, Mr. Joseph.
Thank you for a very clear and forthright statement.
We'll have a 10-minute recess.
[Recess taken.]
Mr. BIAGGI. Our next witness is Mr. Anthony Tozzoli, director of

the Port Authority of New York and New Jersey.
Welcome, Mr. Tozzoli.
Also, we will hear from Eugene Gartland, president of the San

Francisco Port Commission, representing the city and county of
San Francisco.

STATEMENT OF ANTHONY J. TOZZOLI, DIRECTOR, PORT DEPART.
MENT, PORT AUTHORITY OF NEW YORK AND NEW JERSEY,
NEW YORK, N.Y.
Mr. TozZOLL. Mr. Chairman, I am Anthony Tozzoli. I am the di-

rector of the Port Department for the Port Authority of New York
and New Jersey. I appreciate the opportunity to testify in favor of
H.R. 2883.

According to a Port Authority of New York and New Jersey
study which--

Mr. BIAGGI. Mr. Tozzoli--
Mr. TozzoLI. Yes?
Mr. BIAGGI. We have your whole statement. We know your ca-

pacity. Summarize.
Mr. ToZZOLL. Yes. I am getting into the meat of it.
The study that we conducted in 1977 indicated two-thirds of the

potential cruise ship travelers were interested in taking a coastwise
cruise between New York and south Florida. Foreign-flag cruise
line officials, whose cruise ships operate from U.S. ports, indicated
that passenger occupancy rates of close to 90 percent are required
for the cruise lines to produce a profit. When these high operating
costs are added to the high construction cost of U.S.-built cruise
ships, U.S. coastwise cruising does not operate competitively priced
products capable of meeting the desires of travelers similar to
those who were surveyed by the Port Authority.

Currently, there are nearly a million and a half passengers that
cruise from the U.S. ports, approximately 95 percent of which are
sailing on foreign-flag vessels.

As you know, Mr. Chairman, the Port Authority has long been a
focal point for travelers by ship to and from Europe as well as em-
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barkation point for cruise passengers to destinations as close as
Bermuda and as remote as the South Pacific.

In the post-World War II period and as late as the early 1960's,
over 900,000 passengers annually sailed to and from the Port of
New York on ships of United States and foreign-flag steamship
lines. Today the oceangoing passenger fleet under the U.S. flag is
practically nonexistent except for the two ships that have been pre-
viously mentioned. The number of passengers sailing through New
York, all on foreign-flag ships, was down to 336,000 in 1982.

The Port Authority and the city of New York have been attempt-
ing to bring about a rebirth of cruising from our port, with an in-
vestment of over $40 million in passenger ship terminal facilities.
However, these facilities are currently underutilized.

The proposed operation of the Cunard Countess and Cunard Prin-
cess, under U.S.-flag operation, would provide New York, as well as
other ports, with a a totally new program of coastal cruises un-
available now or in the foreseeable future under the current limita-
tions of the Jones Act.

Coastwise cruises aboard the Princess and Countess would offer a
competitive product under U.S.-flag operation, for those 95 percent
of cruise travelers who are now sailing from U.S. ports to destina-
tions outside the United States on ships of foreign registry. For
those who have never cruised, there would be an opportunity to
sail between some of America's great ports and coastal areas.

In addition to the new cruise programs, this new service would
provide increased jobs for U.S. maritime, longshoremen, shipyard
unions, as well as additional jobs and economic benefits to shore-
side support personnel and broad segments of the U.S. travel indus-
try.

From our survey, I would say that there is no question that the
market is there, and it is a huge market. It is now virtually un-
tapped. Granting this waiver to these two vessels would give us an
opportunity to, in effect, produce a new product out of New York
which would be very helpful to our port.

Thank you. I will gladly answer any questions you might have.
[Statement of Anthony J. Tozzoli follows:]

STATEMENT OF ANTHONY J. TozZOLI

Mr. Chairman, my name is Anthony J. Tozzoli, I am the Director of the Port De-
partment, The Port Authority of New York and New Jersey, and I am here to tes-
tify in favor of H.R. 2883.

According to a Port Authority of New York and New Jersey study which we con-
ducted in 1977, almost two thirds of the potential cruise ship travelers, who were
interviewed, indicated they were interested in taking a coastwide cruise between
New York and South Florida.

Foreign flag cruise line officials, whose cruise ships operate from United States
ports indicate that passenger occupancy rates over 90 percent of capacity are re-
quired for the cruise lines to produce a profit. When these high operating costs are
added to the high construction costs of United States built cruise ships, United
States coastwise cruising does not offer a competitively priced product capable of
meeting the desires of travelers similar to those who were surveyed by the Port Au-
thority.

La4 king this competitive pricing position, investors have avoided the U.S. cruise
industry with the exception of American Hawaii Cruises, whose vessels, the Consti-
tution and Independence were brought back to United States flag under legislative
waiver, Delta Queen Steamboat Company, operating specialty riverboat cruises on
the Mississippi, and Delta Steamship Line which operates three passenger/cargo
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vessels with one sailing every three weeks from the West Coast of the United States
to South America on ships whose primary purpose is to carry cargo. A number of
small non-deep water U.S. flag vessels ply the intercoastal waterways and account
r.l-r about 2 percent of the total cruise passengers sailing from United States ports.

Currently, nearly 1.55 million passengers cruise from United States ports, ap-
proximately 95 percent of which are sailing on foreigh flag vessels.

As you know, Mr. Chairman, the Port of New York/New Jersey has long been a
focal point for travelers by ship to and from Europe as well as an embarkation point
for cruise passengers to destinations as close as Bermuda and as remote as the
South Pacific.

In the post World War II period and as late as the early 1960's, over 900,000 pas-
sengers annually sailed to and from the Port of New York on the ships of United
States and foreign flag steamship lines.

Today, the "ocean going" passenger ship fleet under United States flag is practi-
cally non-existant, except for the few ships I have mentioned previously; and the
number of passengers, sailing through New York, all on foreign flag ships, was
down to 336,000, in 1982.

The Port of New York and New Jersey and the City of New York have attempted
to bring about a rebirth of cruising from the port, with an investment of over 40
million dollars in passenger ship terminal facilities; however, these facilities are
currently underutilized.

The proposed operation of the Cunard Countess and Cunard Princess, under
United States flag operation, would provide New York, as well as other ports, with a
new program of coastal cruises unavailable now or in the foreseeable future under
the current limitations of the Jones Act.

In addition to new cruise programs, this service would provide increased jobs for
U.S. maritime, longshoremen and shipyard unions as well as additional jobs and
economic benefits to shoreside support personnel and broad segments of the U.S.
travel industry.

Coastwise cruises aboard the Cunard Princess and Cunard Countess would offer a
competitive project under U.S. flag operation, for those 95 percent of cruise travel-
ers, who are now sailing from U.S. ports to destinations outside the United States
on ships of foreign registry. For those who have never cruised, there now would be
the opportunity to sail between some of America's great ports and coastal areas.

Mr. BIAGGI. Mr. Gartland.

STATEMENT OF EUGENE L. GARTLAND, PRESIDENT, SAN FRAN-
CISCO PORT COMMISSION, SAN FRANCISCO, CALIF., REPRE-
SENTING THE CITY AND COUNTY OF SAN FRANCISCO
Mr. GARTLAND. Thank you, Mr. Chairman.
I am Eugene L. Gartland, president of the San Francisco Port

Commission. I am here on behalf of the city and county of San
Francisco and that port commission. The Honorable Dianne Fein-
stein, mayor of San Francisco, strongly supports this legislation of
your committee. The board of supervisors of the city and county of
San Francisco strongly supports it. In addition to that, various
members of the maritime community and shipbuilding, such as the
Bay Area Ship Repair Association, which represents all of the ship
repair facilities in the bay area and has a membership of over 200,
has written a letter to the committee which I believe is now on file.

The California Small Business Ship Repair Association also is in
support of this particular legislation, Mr. Chairman, as is the Pacif-
ic Cruise Conference.

Mr. Chairman, rather than read my statement, which is fully in
the file, I would like to summarize it, if I may.

In the last 15 years, since the advent of the 707, passenger ship
business as it was traditionally known has changed. It has changed
as much as the airline business has changed. Those ships that were
passenger ships prior to that date have now become the cruise
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ships of this era-modern, smaller, faster, generally twin screw,
generally with bow thrusters, and so forth.

The two ships that are being considered for exemptions to the
Jones Act provision of Build America by this committee are such
ships.

In San Francisco we have seen very extraordinary extension arid
expansion of' the cruise ship business in the last 13 years. Even in
the year 1982, which was not a good year for anyone in the United
States, that business expanded 11 percent in San Francisco.

The use of a ship such as the Princess in a cruise trade out of
San Francisco means a great deal to our economy. That ship alone
will contribute to the economy of San Francisco on a yearly basis
about $12 million. That is direct by way of wages, ship chandlery,
and support facilities.

In addition to that, Mr. Chairman, the annual overhaul, mainte-
nance and repair of a vessel such as the Princess, as was testified to
by Mr. Lambert, amount to about $5 million. As you know, Mr.
Chairman, the ship repair business and the shipbuilding business
in the United States has not been in very good health in the past
10 years. We are trying to revitalize that in San FrarJIbto. We
think that by revitalizing the cruise business, we substantially help
the ship repair business.

These vessels under law will not be exempt from the provision
that they must be repaired and overhauled American. Mr. Lambert
and Cruise America have indicated that these repairs, at least on
the west coast ship, will take place on the west coast. He has indi-
cated that he would hope to have them done in their home port.
He has indicated that San Francisco would be the home port for
the Pacific Princess.

With over 100 vessels flying foreign flags in the cruise business
and only two actually now operating, the Constitution and the
Independence, of the larger types flying the American flag, we
think there is a need for more vessels flying the American flag, in
order that the American dollars and the m6ney spent on the cruise
business stay American.

Mr. Chairman, while San Francisco appreciates the business of
the foreign flags-the Bahamians and the Netherlands Antilles,
the British, the Norwegian, and the others, we would be less than
frank if we did not say that we would be very happy to see the
Stars and Stripes coming into San Francisco on a permanent basis.

Mr. Chairman, in conclusion, the city of San Francisco, its
mayor, its legislative body, the board of supervisors, the Port Com-
mission, the Bay Area Ship Repair Association, the California
Small Business Ship Repair Association, all strongly urge expedi-
tious passage of H.R. 2883. Your swift action on this legislation will
provide immediate, direct benefits not only to San Francisco, but to
many U.S. ports and to many ship repair and supply firms provid-
ing services to these vessels.

Mr. Chairman, this concludes my testimony. I will be happy to
answer any questions.

[Statement of Eugene L. Gartland follows:]
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STATEMENT EUGENE L. GARTLAND, PRESIDENT, SAN FRANCISCO PORT COMMISSION

Mr. Chairman, and members of the Subcommittee on Merchant Marine, I am
Eugene L. Gartland, President of the San Francisco Port Commission. I am here on
behalf of the City and County and San Francisco and the San Francisco Port Com-
mission.

The Mayor of San Francisco, the Honorable Dianne Feinstein and the San Fran-
cisco Port Commission strongly support the passage of H.R. 2883 to permit the entry
of the Cunard Princess and the Cunard Countess into the U.S. coastwise trade, after
documentation as U.S. flag vessels. Passage of this legislation will benefit the City of
San Francisco, our local economy, and will help revitalize the American cruise ship
industry.

Mr. Chairman, in the last fifteen years the passenger ship industry has evolved
from large vessels engaged in carrying people between different ports as a primary
mode of transportation, to today's smaller and faster vessels designed for cruising
purposes in which the vessel itself serves as an integral part of the passengers vaca-
tion. The Port of San Francisco is a principal port of call for vessels engaged in
cruising, whether on the U.S. West Coast or around the world, and we are vitally
concerned about this industry and its continued growth. The economic impact of a
vessel such as the Princess making regular calls at our Port is substantial. The
maintenance and repair expenditures alone are about 5 million annually.

In San Francisco we have been experiencing a steady expansion of the cruise in-
dustry. The number of passengers handled at our Pier 35 passenger terminal in
1982 increased 11 percent over 1981 and since 1976, has increased by over 30 per-
cent. Recently Holland America Line selected San Francisco as the home port for its
new 32,000 ton cruise vessel, the Nieuw Amsterdam, this vessel will carry more than
1,000 passengers.

Also, I would point out that last year the Port of San Franciso completed a $1.5
million dollar phase 1 refurbishment of our passenger terminal. We are projecting a
continued growth in the cruise market and anticipate going forward with additional
improvements in order to keep pace with the industry expansion and the demands
of those companies using our facilities.

As you will recall Mr. Chairman- San Francisco was the home port for many U.S.
flag vessels including Mariposa and the Monterey; President Cleveland and President
Wilson; and the Lurline and Matsonia. We have a long history of having passenger
vessels operating out of our port and we strongly support H.R. 2883 which will
enable the homeporting of at least one U.S. flag passenger vessel in San Francisco.
Officials from Cruise America Line, Inc., have advised us that they intend to home-
port the Cunard Princess in San Francisco. These ships will be on the 3rd and 4th
passenger vessels now carrying the flag of the United States.

Mr. Chairman, while the City and County of San Francisco is most grateful to be
able to serve the British, Italian, Bahamian, and Netherlands Antilles flagged pas-
senger ships, we would be less than frank if we did not say that the entry into San
Francisco Bay by fine ships such as the Princess or Countess flying the Stars and
Stripes would not bring a sense of pride in what may be the first signs of a resur-
gence of our merchant marine.

While over a hundred cruise ships flying flags of other nations are carrying pas-
sengers from American ports to foreign ports, only one ship carrying our flag is
today engaged in the passenger trade, and as a result, American seamen are being
deprived of an opportunity to work. These two ships will provide work for well over
a thousand seamn.

Mayor Dianne Feinstein strongly endorses H.R. 2883 and has requested that I
convey to you that the City of San Francisco, and its elected governing body, the
Board of Supervisors, supports H.R. 2883 and requests its passage. This will provide
direct benefits to the Port of San Francisco, as well as other U.S. ports. As you are
aware, passenger vessels generate significant revenues at the ports of call for such
items as bunkers, repairs, victualling, passengers' ground transportation and hotel
accommodations, and tug boats, pilots, etc.

Mr. Chairman, it is no secret that the ship repair industry is greatly depressed at
present. With the redocumentation of these vessels and the homeporting of the
Cunard Princess in Saa Francisco, we would expect that American ship repair firms
would benefit greatly from the swift passage of H.R. 2883. The San Francisco Bay
Area Ship Repair Association, which represents virtually every primary ship repair
firm, most support firms, as well as all shipyard unions in the San Francisco Bay
Area, strongly support H.R. 2883 and have asked me to add their support to the
record. This bill, when enacted, compels Cruise America Line, Inc. to perform all of
the shipyard work required for redocumentation for the Cunard Princess in an
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American shipyard. Needless to say, we in San Francisco hope they will have this
work done in our area. The California Small Business Ship Repair Association also
supports the bill.

Mr. Chairman, all of us would like to see passenger ships being built in American
shipyards but I'm sure all of us are pragmatic enough to realize that without large
subsidies this is not going to happen in the foreseeable future. Passage of H.R. 2883
is the best possible present compromise.

In conclusion, the City of San Francisco, its Port Commission, the Bay Area Ship
Repair Association, the California Small Business Ship Repair Association, all
strongly urge expeditious passage of H.R. 2883. Your swift action on this legislation
will provide immediate direct benefits to many U.S. ports, cities, and to the many
ship repair and supply firms providing services to these vessels.

Mr. Chairman, this concludes my testimony, and I would be happy to answer any
questions that you may have.

Mr. BIAGGI. Thank you both for the testimony. Both statements
will be included in the record.

Mr. Tozzoli, how many vessels do you think the market could
support on cruises from New York to Miami?

Mr. TozzoLI. It would be a judgment on my part, but I do not
think there is any question that certainly at least two vessels could
be put in the market between New York and southern Florida with
no trouble whatsoever, of approximately this size. That is just be-
tween those two ports, Mr. Chairman. I think there are many other
cruising opportunities. If you can go into ports like Charleston, go
down into New Orleans, and so on, the possibilities are very, very
broad.

Mr. BIAGGI. In addition to the $40 million investment that the
port authority has made in New Jersey and New York, what other
efforts are you making to attract passenger business?

Mr. ToZZOLI. Since we did have 900,000 passengers going back to
post-World War II days and we are now to slightly over 300,000, we
have become very aggressive. That was the reason why we did the
survey of the passengers that were cruising out of New York. That
is how we found that there was a substantial market for coastal
cruising.

The kinds of things that we have been doing are trying to pro-
mote among steamship owners the idea of new products out of New
York. As a result of that, we do have, as an example, one vessel
that is cruising up into the Great Lakes, up into the Canadian
area. We do have another vessel which is a car carrier that is run-
ning from New York down to the Bahamas. It has connecting serv-
ice over to the mainland, also.

The other things that we have been pushing are trying to gef
shorter cruises out of the Port of New York. We do have one ship
now that is running both 3- and 4-day cruises, but we do everything
that we can to convince shipowners that it is profitable to put their
ships in New York with these new types of programs.

Mr. BIAGGI. You mentioned speaking to foreign flag cruise line
officials about the cost of operating a cruise ship.

Mr. TozzoLI. That is right.
Mr. BIAGGI. Is it your opinion that it would be nearly impossible

to operate an American-built ship in the trade properly?
Mr. TozzoLI. Yes. As a matter of fact, I had one experience last

year that I think demonstrates it pretty well. We did have-this
was a group of people who were interested in building a new ship.
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They were looking at this very concept. They liked the idea of
being able to tap the market that they also felt was there.

In looking at this, they had priced a ship to be built in the
United States as well as in foreign markets. Frankly, the ship to be
built in the United States would have cost twice as much as it
would have overseas. As a result of that, the economics just did not
figure. The ship was eventually built, but it was built in a foreign
port-in France, as a matter of fact.

Mr. BIAGGI. Mr. Gartland--
Mr. GARTLAND. Yes, Mr. Chairman?
Mr. BIAGGI. Aside from the Princess being home ported in San

Francisco, what will the other ports of call be-I should have asked
this of Mr. Lambert.

Mr. GARTLAND. I understand that one of the vessels, the Princess,
would be home ported in San Francisco, and that it is Cruise
America's intention to operate on a coastwise basis out of San
Francisco and northern ports. Therefore, it would be calling at Los
Angeles, San Francisco, Portland, Seattle, and perhaps other ports
in Alaska. I am not quite sure which ports.

There is no trade at this present moment, with the exception of a
couple of Delta ships which carry very few passengers, on this par-
ticular route at the present time.

Mr. BIAGGI. Thank you very much, gentleiaen, for your testimo-
ny.

Our next panel of witnesses will consist of Richard Hadley, presi-
dent, United States Cruises; Vincent deLyra, president of VIN-
TERO Corp.; and James Kurtz, Esq.

STATEMENT OF RICHARD H. HADLEY, PRESIDENT, UNITED
STATES CRUISES, INC., SEATTLE, WASH.

Mr. HADLEY. Mr. Chairman, I am Richard H. Hadley, president
of United States Cruises, Inc., owner of the passenger cruise vessel,
SS United States. I appear before you today in opposition to H.R.
2883, a bill to admit two foreign-built vessels to the coastwise
trades of the United States.

There is no one more anxious to see a resurgent passenger mer-
chant marine under the American flag than I am. I fully subscribe
to the proposition that no American military force can survive for
long without an adequate seagoing support system, a proposition
that was emphatically confirmed in the recent Falkland Islands
war. Thus, the question today is not whether the United States
should undertake sealift enhancement efforts, but how such under-
takings can be accomplished fairly.

Regrettably, the bill before the subcommittee will disadvantage,
if not deter, potential investors in other U.S.-flag revitalization
ventures. It will create a financial disincentive for Jones Act opera-
tors and the financial community whose involvement and support
are the real lifeline of the American merchant marine. It will em-
phasize to them the risks rather than the rewards of further par-
ticipation.

The history of the SS United States is illustrative. Originally con-
structed in 1952 for $79 million by Newport News Shipbuilding &
Drydock Co., the United States is considered the flagship of Ameri-



82

can passenger shipping. In fact, the vessel's original performance
capabilities were so impressive that for years they were classified
as secret by the U.S. Navy. Built for U.S. Lines with construction
differential subsidy, the Maritime Administration purchased the
vessel in 1973, following the demise of the U.S.-flag passenger fleet.
She was maintained as part of the National Defense Reserve Fleet.

In September 1978, USCI entered into an agreement with
MARAD whereby USCI -- ould purchase the United States and
return her to full operation after making substantial improve-
ments.

Since the 1978 disbursement of $500,000 as a downpayment,
USCI has spent more than $10 million for vessel acquisition, dry-
docking, plan development, economic feasibility studies, and other
conversation preparations to prepare the ship for cruise service.
The overall project cost is expected to approach $140 million. This
is a serious venture with a serious purpose, and we have planned
and spent accordingly. As a matter of fact, we probably would have
been operational already were it not for unexpected diversions, pre-
cipitated by the Department of Defense.

Responding to well-known concerns about the lack of American
strategic mobility, DOD asked Marad to postpone our transaction
pending a determination as to whether the Department would req-
uisition the vessel for conversion to a hospital ship. On January 15,
1981, departing Carter administration Defense officials went so far
as to enter into a memorandum of understanding with the Depart-
ment of Commerce regarding use of the United States with the
Rapid Deployment Force. While DOD ultimately decided to solicit
bids for other ships, the delay in decisionmaking cost USCI greatly.

In that connection, I might add that it was only in August, this
past August, that one of my associates finally got a letter from
Caspar Weinberger saying that the DOD no longer had any inter-
est in the United States for hospital ship conversion. All this time,
up until last August, we really have been effectively stopped from
proceeding because no one would seriously talk to us about financ-
ing obviously so long as this cloud was hanging over our heads.

Incidentally, I should note parenthetically that even though the
United States is not immediately involved in conversion to Rapid
Deployment Force use under DOD ownership, it still will be availa-
ble to the Government under the wartime requisition procedures of
the Merchant Marine Act of 1936. Thus, while USCI has been
somewhat constrained by the Government's decisions, the Govern-
ment enjoys the defense benefit of our ship which will be refur-
bished privately.

I chronicle these events since 1978, Mr. Chairman, in order to
provide an accurate perspective on the scope and intensity of our
undertaking and to indicate the extent USCI has relied upon the
present maritime policies of the United States.

We oppose H.R. 2883 because it is unfair. It constitutes policy-
making by exception, rather than by rule. It creates a Jones Act
loophole which will make market predictions all but impossible,
thereby jeopardizing our financing as well as others.

The Jones Act trade has constituted a predictable, certain trade
reserved for U.S.-built ships for more than a century. It could now
become the province of whatever foregn shipowner can fashion a
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patriotic, pro-seapower rationale for a new exception. Had USCI
known this would become law in 1978, I doubt it would have or
could have committed the more than $10 million it has to refurbish
the SS United States, and it will assuredly jeopardize financing ef-
forts today.

Taking this problem from the abstract, national strategy level to
the real world of ship finance, let me tell this subcommittee what
this will mean. As soon as the American ship finance sector decides
that lower cost foreign tonnage can be introduced into the Jones
Act trade with impunity, and without reasonable prediction, a pro-
found chilling effect will set in which will freeze financing for U.S.
ventures. In this sense, there will, indeed, be a domino effect, and,
in fact, it would be difficult, if not impossible, to respond accurately
to the question of, "Who's to say that there won't be additional re-
flaggings?" At the least, the cost of ship..related financing for
American-built ships will rise to prohibitive levels or become total-
ly unavailable.

In addition, there appears to be some confusion about the ships
at issue in this bill. According to a June 6, 1983, story in the Jour-
nal of Commerce, a copy of which I have attached to my testimony,
the vessels' ultimate owner, Trafalgar House, a British concern,
has denied any intent to sell the ships at issue to Cruise America.
This reported denial arises in the context of an effort by another
British company, P&O, to thwart a takeover by Trafalgar House. It
would appear, then, that to some degree there is an effort by the
bill's advocates to "have it both ways." At the very least, it is fair
to note that this subcommittee is being asked to facilitate a trans-
fer that Trafalgar may be unwilling to consummate.

Finally, we urge you to reject this bill because it does violence to
the fundamental policy of the Jones Act, which has been one of the
rare successes in American maritime history. While there have
been other reflaggings recently, they have been repatriations of
American-built vessels which have carefully adhered to the notion
that foreign-flag tonnage does not belong in the coastwise trade.
Indeed, Congress reemphasized the special nature of the Jones Act
trade when it enacted the Guarini-Matsunaga amendment to the
tax title of the Surface Transportation Act of 1982 last December.
That amendment permits the deduction of costs associated with
business conventions aboard U.S.-flag passenger ships. By doing so,
Congress limited such tax treatment to those vessels operating in
the Jones Act trades, in a clear attempt to encourage only U.S.-flag
activity in those areas.

Parenthetically, I might add that that legislation has been an
enormous help to us in our negotiations with potential inventors
and lenders with respect to the S.S. United States.

Also, the recent tax law which permits more rapid depreciation
of ships is an enormous help. In other words, Congress, as I see it,
has given major incentives within the last year or two to U.S.-flag
ships and has made it possible, I think, economically to build and
rebuild ships in the United States and conform fully with Jones
Act present requirements.

Both the chairman of this subcommittee and the chairman of the
full committee were instrumental in the passage of last year's leg-
islation and are to be complimented for thereby creating vast new
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opportunities for U.S.-flag coastwise shipping. In fact, this new tax
environment is certain to attract many, suggesting that the bill
before you today may well be but the first of several such meas-
ures.

In closing, Mr. Chairman, I would remind the subcommittee that
American law is predicated upon notions of essential fairness. In
contract law, for example, the principle of "promissory estoppel,"
which posits that one who relies to his or her detriment on the rep-
resentations of another can recover damages when the other party
has put him or her at a disadvantage through such reliance, has
long been recognized. This rule of fundamental fairness is applica-
ble to deliberations on this measure.

I urge you to take cognizance of those who have relied upon the
relative certainty of standing Jones Act policy. If this bill is to pro-
ceed in due course, notwithstanding our objections, every effort
should be made to insure that all operators are similarly situated
in terms of obligations under the law.

This is ill-advised legislation. It will be bad law. In fact, it may
well signal the beginning of the end for the Jones Act, and the
commitment it makes. If that is to be the question, it should be so
stated and that larger policy question closely examined. There
should not be legislation by loophole.

I appreciate this opportunity to testify, and I welcome any ques-
tions.

[Attachment to statement follows:]
[From the Journal of Commerce, June 6, 19831

P&O: U.S. SHip LAWS MAY BLOCK TAKEOVER

(By Bruce Barnard)

LONDON.-P&O, Britain's largest shipping company, has raised the specter of con-
flicts with U.S. shipping laws as part 6f its defense against an unwelcome£25 mil-
lion ($465 million) takeover by the construction, property and shipping group Trafal-
gar House.

P&O has pointed to the possible sale of two of Trafalgar House cruise ships, the
Cunard Princess and the Cunard Countess, to an American company as a reason for
referring the bid to the U.K. Monopolies and Mergers Commission, which could
block the takeover in the national interst.

P&O is arguing that the possible sale of the two ships would damage British de-
fense policy as the vessels would no longer be available to support the Royal Navy
in times of war if they were transferred to U.S. ownership.

P&O was referring to a bill put before the U.S. House of Representatives last
month that would allow the two ships to be registered under the U.S. flag and be
placed under the ownership of the U.S. company Cruise America Line, or its assign-
ee.

Despite Trafalgar House's denial that there is any plan to sell the ships to Cruise
America, P&O director Oliver Brooks said: "If you have the U.S. flag, you have U.S.
seamen."

P&O has placed advertisements in national newspapers showing a skull and cross
bones flag calling on shareholders to "repel boarders."

In its offer document last week, Trafalgar said that P&O is in a financial strait-
jacket and suffers from poor management making illtimed strategic decisions.

It castigated P&O for trying hard for a monopolies commission reference rather
than allowing its own shareholders to decide the issue.
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STATEMENT OF JAMES L. KURTZ, ATTORNEY AT LAW,
WASHINGTON, D.C.

Mr. KURTZ. I have negotiated with and have solidified an ar-
rangement with American Maritime Holding, Inc., to acquire the
stock in American Maritime Holding, Inc., together with some col-
leagues. That company owns the SS Monterey. We are planning to
refurbish the SS Monterey and spend approximately $16 million in
that effort. We have been planning to do that in the San Francisco
yard, and we have been planning on the basis that the Jones Act
was a viable act and that there was the limited competition con-
templated by that act.

We based in great part our decision to go forward with this ven-
ture on the recent study commissioned by the Maritime Adminis-
tration and prepared by Centaur Associates. That particular study
emphasized the fact that the west coast to Hawaii could take ap-
proximately three ships in that trade. At the present time there
are two ships in that trade that take up approximately two-thirds
to three-quarters of the contemplated shipping that would service
that particular trade.

This particular act, although everyone it is just along the coast
of the United States, I suspect that these people have in mind to go
directly from the west coast of the United States to Hawaii, which
would adversely impact on our efforts to go forward with our
planned venture to the west coast of the United States to Hawaii.

We have spent over $7.5 million in this effort, and we have based
our efforts primarily on the fact that the Jones Act was a viable
act and it gave us a protection in the trade.

We are now seeing that this protection is being dissipated on a
piecemeal basis. This dissipation comes not only from the fact that
the two ships that are making it in Hawaii now were refurbished
overseas, but we are now talking about two ships that have been
built overseas completely.

If the ball game rules were different a few years ago, I think ev-
erybody on this panel would have their ships flying in the United
States. If the ball games meant that you could have these ships
built overseas or refurbished overseas, the financing could have
been obtained. This organization has precluded that by saying you
have to go the Jones Act route, and now we mave a situation
where you do not have to go the Jones Act route.

That is the end of my statement.
[Prepared statement follows:]

STATEMENr OF JAMaS L. KURTZ

Mr. Chairman and Members of the Committee, my name is James L. Kurtz. I
have agreed with the stockholders of American Maritime Holding, Inc., owner of the
SS Monterey, an American built vessel qualifying for coastwise trade, to purchase
American Maritime Holding, Inc. and the SS Monterey and to operate her in a
coastwise cruise service between the West Coast and Hawaii and among the Hawai-
ian Islands. I strongly oppose H.R. 2883.

This committee is well aware of the status of the domestic cruise trade today. On
the one hand, within reason, the demand has been recognized as strong. That
project demand prompted two U.S. built vessels, the SS Independence and the SS
Constitution, with over 1,800 berths, into the trade. Other U.S. built vessels, such as
the SS United States with 1,600 berths and the SS Santa Rosa with 300 berths are
pursuing realistic plans to enter the coastwise cruise trade. We intend to put the
Monterey in the Todd Shipyard in San Francisco within weeks for the work needed
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to expand her capacity from 400 berths to 600 berths and to bring her into class. In
other words, for the U.S. coastwise cruise trade, you are looking at some 4,300
berths on U.S. built vessels competing for bookings. Other U.S. built vessels are
standing in the wings.

A recent study performed under the direction of the U.S. Maritime Administra-
tion, prepared by Centaur Associates, Inc., analyzed the principal market for a do-
mestic coastwise cruise trade, namely, the West Coast/tIawaii market. It is clear
from the report, which tracked the potential for three vessels and 2,650 berths in
the trade, that although the market is growing, there are definite limits on its abili-
ty to absorb cruise ships, which are not only competing among themselves but also
with other recreational facilities and forms of travel. It concluded that the three
vessels, if run efficiently, marketed cleverly, and priced competitively, could operate
profitably in that trade. You should know that when the Monterey enters the trade
with the two vessels already in the trade, there will be 2,400 berths available with-
out the participation of any other vessel.

I cannot speak for any other owners and operators, but I do know that over $6
million has already been spent by American Maritime on the Monterey. My col-
leagues and I have expended over $1.5 million, and we intend to spend up to an-
other $16 million to save her for Jones Act trade and to put her into that trade.

The Monterey will create some 650 jobs directly, including jobs or job equivalents
in direct support of its operation, and seamen and other employees of the operating
company. Its refurbishing and continuing maintenance and repair will keep U.S.
shipyard workers employed and help keep U.S. yards open and viable. Its resump-
tion in trade will make another U.S. passenger vessel available to this nation in
time of war.

From an economic and monetary feasibility point of view, I know that I would
have serious questions concerning the viability of operating the Monterey in the face
of unlimited competition from vessels constructed in foreign yards. The two Cunard
ships alone would represent an intrusion of some 1,500 new berths into the relevant
market. Future prospects of profitability for the Monterey become very cloudy.

If this bill which is before you is passed, I and my investors will have been led
down the garden path, and the Congress will have removed any of the predictability
upon which businessmen must rely in their efforts to revitalize our nation's once
proud passenger fleet. Frankly, I would be shocked.

Can there be any question that passage of this bill will open up the floodgates? If
the Congress allows two foreign built, foreign flag vessels into this hitherto sacro-
sanct area of trade, on what basis could any foreign vessel be refused? Not on an
economic basis, certainly, since existing and prospective capacity provided by U.S.
built vessels already is more than adequate to meet the demands of the trade as
analyzed by the Marad Study. And, not on the principles for which the Jones Act
stands, since those principles will already have been contravened by the enactment
of this bill, despite the lack of any countervailing need or economic justification.

Of course, the long range impact on the already staggering shipbuilding industry
will be considerable, and adverse. The coastwise market has strengthened. In the
short term, it is being and will be served by older vessels, but if its viability is
proven, there will be inevitable pressure for construction in U.S. yards of new quali-
fying vessels-if there is any qualification necessary. Capital construction funds fed
by current and future operations will provide at least a partial resource for this
next stage of revitalization.

The vagaries of open competition from foreign built vessels could well lead to an
excess capacity which in turn would greatly reduce or eliminate this pressure to
build new passenger ships. More important, even if new construction is deemed war-
ranted in such a crowded trade, who would buiH here when they can assume that
they will be let in even if they build foreign? Clearly, if we determine to continue
with the Monterey after the passage of this bill, and if we are able, and if we survive
in the marketplace as redefined by Congress, we simply could not build domestic
when and if the time comes for us to put a new vessel into operation. It would be
uneconomic and show poor business judgment to do so.

In short, we have been playing the game according to the rules, because we had to
and because we believe that "Buy American" in the U.S. passenger vessel shipping
industry is still the key to the long range health of the industry. I feel strongly that
our peiserverance in a cause often espoused and praised by this Committee should
not be rewarded by the indiscriminate granting of concessions to foreign built ships
which could not only break our back, but destroy the equilibrium created by the
Jones Act in coastwise trade as well.

That equilibrium protects the jobs of U.S. seamen and U.S. shipyard workers, and
supports the viability of our Nation's shipbuilding capabilities, provided the protect-
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ed coastwise trade itself is viable. Considerable study and recent experience demon-
strates that it is. The petition before you today to let foreign built vessels share the
benefits of the coastwise trade is loud and clear testimony that the trade is viable.

The system so carefully created and staunchly protected by Congress in the past
is domonstrating today that it can work in the domestic cruise trade, as it did in
earlier years. Please let it continue to work, and let us get on with the job.

Mr. BIAGGI. They have to go the Jones Act route for repairs and
conversions, don't they?

Mr. KURTZ. That is right. If the Monterey had been flying a year
or two ago, we could have had the repairs made overseas, because
the financing is available not only overseas but the financing is
available here in the United States if you have it done over there.

However, here we have a situation where the people did not have
to do anything in the Uhited States. They just had their ships built
overseas. They proved them as a going ship and bring them into
this kind of trade.

Mr. BIAGGI. The Cunard vessels are going to be required to con-
vert and repair in U.S. yards.

Mr. KURTZ. As I understand the testimony prior, there is a mini-
mum of $2 million going to be required to refurbish these things to
get Coast Guard approval, and perhaps up to $5 million a year in
refurbishment. We are talking about a $16 million refurbishing bill
right off the bat, and we have that same yearly refurbishment re-
quirement, also.

Mr. BIAGGI. Your Monterey required more service than these two
vessels apparently. Is that the difference, the $2 million, $16 mil-
lion?

Mr. KURTZ. The difference is that we have now eliminated the
requirement of fulfilling all of the Jones Act requirements to come
into the Jones Act coastwise trade. If that were the case, all these
gentlemen here could have been in the coastwise trade and servic-
ing the U.S. trade.

Everybody has been complaining that the U.S. trade has not
been serviced. It could have been serviced.

Mr. BIAGGI. The Monterey has been languishing for some period
of time.

Mr. KURTZ. Part of that languishing has been due to the fact
that the requirement to have the refurbishment done here in the
United States and the financing just do not jibe. That is the fact of
the case.

Mr. BIAGGI. I knew you had problems putting a financial pack-
age together in order to get the Monterey underway. This commit-
tee was very sensitive to that, as a matter of fact,°when we were
considering the legislation dealing with the Constitution.

However, the Monterey has been languishing, and you are still
not operational.

Mr. KURTZ. No, but we do have the financing arranged. The final
documentation is now being completed over in Switzerland. I might
point out that that financing still had to go into Switzerland. The
reason we were able to make that situation work is that there
would be no encumbrance on the ship by any foreign owners. I fi-
nally arranged a loan through Switzerland to a U.S. company, and
the U.S. company is making the loan to us. That is the sort of cir-
cuitous route we have always had to take because of the Jones Act.
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Now you are just abolishing the Jones Act. You are abolishing
all the efforts that these people have gone through at this
stage--

Mr. BIAGGI. Why do you say we are abolishing the Jones Act?
What we are doing is granting a waiver. It is not the first time
waivers have been granted by this committee.

Mr. KURTZ. No. That is true.
Mr. BIAGGI. They must comply completely with the Jones Act.
Mr. KURTZ. Pardon me?
Mr. BIAGGI. We are not abolishing the Jones Act. They must

comply completely except to the extent we give them a waiver.
Mr. KURTZ. In this particular instance, they made everybody

here at this table suffer through the Jones Act requirements for
years, and now--

Mr. BIAGGI. Mr. Hadley, you had an unfortunate experience with
the Government, and I sympathize with you a great deal. It was an
infuriating situation that you were subjected to. I do not know how
we can make you whole really, but Mr. Hadley you have had 4
years, since 1979.

Mr. Kurtz, you are telling me that you had the financial package
straightened out with the Monterey. Do you know how many times
we have heard that in this committee, privately and in committee?
A dozen times at least. Each time we were told that, we kept delay-
ing the pending legislation in order to be fair to the individuals
that were interested in the Monterey, but there comes a time when
you cry wolf too often.

I hope you are correct. I hope what you are saying is factual and
that it works out for you, but this committee just cannot simply sit
back and wait ad infinitum, despite our intention to be sensitive to
your concerns.

In any event, we will have a number of questions.
Mr. deLyra, please?

STATEMENT OF VINCENT A. deLYRA, PRESIDENT, VINTERO
CORP., NEW YORK, N.Y.

Mr. DELYRA. Thank you, Mr. Chairman.
I would like to preface my remarks by obtaining your permis-

sion, and that of the other honorable committee members, to incor-
porate in my prepared statement some of the benefits of this hear-
ing under your chairmanship, which I think have been very reveal-
ing and in great depth in certain areas.

Mr. BIAGGI. Thank you. Without objection, your whole statement
will be included, and whatever comments you make will also be in-
cluded.

Mr. DELYRA. Thank you, sir.
I will read and add where I believe it is appropriate the benefits

of these hearings as I interpret them.
Honorable sirs, on November 15, 1979, President Carter signed

Public Law 96-111. This legislation, initiated by the House Com-
mittee on Merchant Marine and Fisheries, provided for five ships,
benefited by construction subsidies, built in U.S. shipyards and
U.S. owned, to engage in the coastwise trade. These ships were the
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SS United States, the SS Independence, the SS Santa Rosa, the SS
Monterey, and the SS Mariposa.

Subsequently, legislation permitted the U.S.-built SS Constitution
to engage in domestic commerce of the United States. The men-
tioned legislation was a noble effort with no opposition from other
U.S. shipowners, fully supported by the U.S. shipyards and all four
major merchant marine unions. Of these six ships, two are in serv-
ice and the other four are in various stages of reactivation.

H.R. 2883 would swap four U.S.-built ships for two foreign-built,
a potential loss to labor of 100 percent more jobs than presently
proposed.

I would like to add here, Mr. Chairman, that as you initiated and
as Congresswoman, I believe her name is Boxer, added, a major
concern of not only this committee but of every American is unem-
ployment, a serious concern. The number is roughly 12 million but
with a multiplier of 4 it is 48 million, a major part of our popula-
tion.

The U.S. ships mentioned incorporate special U.S. Navy, DOD
features that are certainly not incorporated in the two Cunard
ships built, as per Mr. Lambert's testimony, in Danish yards.

I would like to add here that there has been what I believe, al-
though I have no authority to confirm it, a physical impossibility to
drydock a vessel twice a year, as required by our law, and then
with two ships cover the east coast, the gulf coast, the west coast,
the Great Lakes, Alaska, and Hawaii, plus engage in the foreign
commerce of the United States. I think it is a physical impossibil-
ity.

By the way, as the SS United States, the Santa Rosa was the last
American-built ship to be carefully examined by Naval Sea Sys-
tems Command to fill the vital need that everybody realizes that
this Nation has for hospital ships. To the best of my knowledge,
neither the Countess or the Princess were ever surveyed for that
purpose by the U.S. Navy or any other Navy.

I believe that direct questions by two of the committee members,
which were direct on hospital ships, was avoided and moved over to
troop ships.

I had the benefit, due to the 10-minute break that the honorable
chairman declared, both to take a cigarette and speak with the
highly renowned historian, Mr. Frank Braynard, who informed me
that while one of the two Cunard ships might have been used in
the Falklands, in another period of British urgency called Dunkirk
there was one passenger vessel-I believe the name was the Lan-
caster, a large one-and it was sunk immediately. Most of that
evacuation, if you can call it troop ships, included everything possi-
bly down to an outboard motor.

The value as a hospital thing is a totally different and very pre-
cise situation, which neither the United States nor the Santa Rosa,
and many other ships that were examined, met the stringent re-
quirements of the U.S. Navy.

H.R. 2883 would make a mockery of the highly prized Jones Act
privileges, specifically section 27 of the Merchant Marine Act, 1920,
and sections 111 and 112 of the Vessel Documentation Act. This
could be conceivably the forerunner to total loss of integrity of the
Jones Act and other national shipping laws, and maybe another
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step in an evolutionary chain: To give away American air rights to
foreign airlines to service American cities. I do not think that that
is too extraordinary an analogy.

As the owner of the Santa Rosa, only a legal suit brought by the
Venezuelan Government in U.S. Federal courts has deferred the
reactivation of our ship in an American shipyard. We have spent
millions of dollars in initial repairs-that is an addition-and for
wharfage, guard service, insurance, to say nothing of legal fees in-
curred, which could only be justified by Public Law 96-111, togeth-
er with the conviction that the integrity of the Jones Act would be
maintained.

The Maritime Administration, in a study entitled, "Analysis of
the North American Cruise Industry," October 1980, spelled out
the great limitations of the American flag to U.S. intercoastal
cities and the State of Hawaii, against some 82-and I understand
that number is up to 90--foreign flag competitors, again adding the
attractiveness of the good old green dollar, the majority of which
are U.S. based either permanently or temporarily.

Travel agents and the Ports of New York, San Francisco, Miami,
et cetera, presently benefit from some portion of these 82 to 90
ships, and any support that such entities, such as the ports and
travel agents, give is at no capital risk and merely represents addi-
tional business.

To add foreign ships to this competition would be a death blow to
the four existing U.S.-built ships, and permanently eliminate the
possibility of any future new buildings of cruise ships in U.S. ship-
yards.

The success, as Mr. Joseph pointed out, of the Independence and
the Constitution, approved by this full committee, is merely be-
cause foreign-flag ships cannot compete in inter-island service.
That is the only thing that would save intercoastal service.

We hope that this committee will r'-quire of Cruise Line America
the following:

One, has Cruise America purchased the ships already? Or do
they merely hold an option subject to passage of this legislation?

Two, the date when Cunard acquired American Bureau of Ships
registration for the two proposed ships, as we believe they were
Lloyds register and presumably it must be one or the other, not
dual registry.

Three, why can't Cruise America use the funds arranged for the
purchase of these two ships-reportedly in excess of $100 million-
to build one or two ships in a U.S. shipyard?

I would like to add here, honorable committee members and Mr.
Chairman, that the law instituted in this highest legislative body of
the United States has already provided that profits may be tax
exempt up to a total of 50 percent of earnings. This will enable any
cruise ship operator to accumulate funds over a successful period of
time where ships will be built in America. In the motto of the Ma-
rines, "The difficult we do right away; the impossible takes a little
longer."

We saved Chrysler by a combination of marriage: Give back a
little from the union and board representation for the union. This
has put Chrysler back on its feet-the combination of Frazier of
the UAW and a genius by the name of Lee Iacocca.
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It can be done. The drab talk that we cannot recover either in
our automotive industry or our steel industry, television, whatever
else we have given away, I do not accept. We are the home of in-
dustrialization, of mass production. If we did not have the robots
yesterday, we will have the tomorrow.

We will build more ships in America. But there is a difference,
sir. We are not looking for a safe bet before we spend a buck.

Mr. Hadley is proposing to spend $140 million. Mr. Kurtz talked
about $16 million. Let me add the figure of the Santa Rosa. We es-
timate that to convert the configuration of the Santa Rosa from
300 passengers and 10,000 tons of cargo to 720 to 750 passengers
had a cost in the neighborhood of $45 to $50 million.

Now if that figure of Cruise America of $2 million for ships that
are in operation-first, we do not know where the conversion is
going to be, whether it is going to be domestic or foreign. Second, if
it is $2 million apiece, it is a total of $4 million. Big deal. I do not
think that will swell the coffers of the city of San Francisco, the
county of San Francisco, or even the little State of Rhode Island,
just on a size basis. It would sort of get lost in a wind storm. We
are talking $240 million.

There is not a chamber of commerce in any city coastwise-gulf,
Great Lakes, east coast, west coast-that would not be delighted to
ante up, in my humble opinion, a few bucks to get the business
that is not going to be created by the addition of two foreign-built
ships.

The cities that these ships-90-odd or whatever the exact number
is-they have already benefited our airlines, have already benefit-
ed the local hotels. These are things that are not going to be
swelled by 2 ships as against 90. Again, it is like a flea and an ele-
phant.

I beg the court--the court? I am hung up with that 7-year legal
battle with the Venezuelan Government. I do not expect to fight
mine.

I count with the sincere desire of every American that we solve
our unemployment and our economic problems. We have personal-
ly been reduced to chapter 11 of the Bankruptcy Court. I personal-
ly have invested my small holdings and I have borrowed up to the
hilt. There is over $10 million in the Santa Rosa right now, the
gypsy of the Port of Baltimore.

Mr. BIAGGI. We have not placed a limitation on anyone's testimo-
ny, but--

Mr. DELYRA. I will terminate mine in a minute. I will finish
reading this and thank you for your cooperation in listening.

Would Cruise America, as my fourth proposal, accept the U.S.
flag on these ships limited to the foreign commerce of the U.S. for
a period of 3 years? As this committee is undoubtedly aware, for-
eign ships can be registered under the U.S. flag, but can only carry
preference cargo, such as Public Law 480, after a 3-year period.
This would prove good faith on the part of Cruise America and give
labor, the SIU and the MEBA-2, their jobs.

If Cruise America would accept U.S. flag limited to the foreign
commerce of the United States, or build a new ship in a U.S. ship-
yard, they could count, I believe, with the unanimous support of all
sectors of the U.S. economy.

25-905 0 - 84 - 7
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In the case of a negative answer from Cruise America, this com-
mittee must bear the responsibility of eliminating 100 percent
more jobs, two ships versus four, plus dealing a mortal wound to
the present U.S.-built shipowners and U.S. shipyards, another deep
wound to the American economy added to those already suffered
by the automotive, steel, television, and many other industries.

Thank you, sir.
Mr. BIAGGI. I think I made the observation, with relation to the

Monterey, that there have been attempts to get her underway for a
considerable period of time. In relation to the Independence, in
your statement, Mr. deLyra, you said you will be sacrificing four
vessels for two. That statement is hardly based on fact. The
Independence will be operational in 2 weeks. The Santa Rosa, the
Mariposa, and the Monterey are smaller vessels.

Give me a short response, please Mr. deLyra.
Mr. DELYRA. Yes, sir
Mr. BIAGGI. You said you were prepared to convert the Santa

Rosa from 300 passengers to 750?
Mr. DELYRA. 720 to 750, sir
Mr. BIAGGI. What are you going to do with it, put in a midsec-

tion?
Mr. DELYRA. No, sir.
Mr. BIAGGI. Are you going to make smaller cabins?
Mr. DELYRA. No, sir.
Mr. BIAGGI. What are you going to do?
Mr. DELYRA. I mention that the present configuration includes

10,000 tons of cargo space. That is where this will be done, plus
move the front of the houses forward and the rear of the houses
aft.

Mr. BIAGGI. OK. Thank you.
Mr. Hadley, on page 8 of your testimony you said there should

not be legislation by loopholes. There is not any loophole here.
There is just a provision for a waiver in this specific instance.

You also said it could be the beginning and the end of the Jones
Act. I would like to remind you, Mr. Hadley, and the others that
last year the committee extended the Jones Act to include inciner-
ation at sea vessels. Yesterday, the House passed a bill that would
eliminate an exemption to the Jones Act, the third proviso. The
statement you are making is hardly based on fact. It may be based
on emotion.

On page 6, you say Trafalgar House has denied that the sale will
take place. Then you go on to say, "It would appear, then, that to
some degree there is an effort by the bill's advocates to have it
both ways." What do you mean "have it both ways"?

Mr. HADLEY. I suppose satisfy the British that the ships will not
be sold and at the same time get admission to the United States
after their squabbles are settled between Trafalgar House and
Cunard.

It does seem so strange to me to have the seller of the ships
denying that the ships are going to be sold.

Mr. BIAGGI. You are a businessman. Nothing should surprise you
in business.

Mr. HADLEY. I have to admit that does.
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Mr. BIAGGI. I posed that question to Mr. Lambert. If you were
here, you would have--

Mr. HADLEY. I heard his answer. I still did not understand it any
better.

Mr. BIAGGI. Well, he pointed out clearly that there were conflict-
ing forces at work. I do not know whether it justified the statement
in the paper, but we are all old enough to know that we do not
always believe what we read in the paper. Through bitter experi-
ence, we have learned that.

I am glad you acknowledge that last year the Congress helped
the U.S.-flag passenger ships by passage of legislation allowing the
deduction of costs for business conventions. We were happy to be
part of that undertaking.

On page 5 you state that, "As soon as the American ship finance
sector decides that lower cost foreign tonnage can be introduced
into the Jones Act trade with impunity"-impunity? I do not know
how many waivers this committee has granted, but I do not think
there are enough to justify the statement that that process is taken
with impunity. Each case is taken on its own merits, and each one
seems to be a little unique.

As far as this application is concerned, we so far have not heard
too much to the contrary. It is a unique kind of business, Cruise
America. There are not any other vessels in operation at this time
doing that kind of business. You might tell me that there is some
potential, but potential is far from reality.

We received a letter from a company in Texas saying they have
an ocean liner on the designing boards. We will check into that fur-
ther.

We know the practices of people who engage in opposition, and
they are not alv,ays -

Mr. HADLEY. Mr. Chairman, may I ask a question?
Mr. BIAGGI. Surely.
Mr. HADLEY. Over the past many months we have had numerous

discussions and exchange of correspondence with the Coast Guard
about the work that is required to be done in the United States to
maintain Jones Act eligibility. Do you feel that it is fair that the
United States cruises be asked to repair the SS United States and
do its conversion in the United States with the higher costs that
are incident to that work being done here, while its direct competi-
tion is permitted to bring in ships that have the advantage of much
lower cost form of construction?

Mr. BIAGGI. Are you talking about the Princess and the Countess?
Mr. HADLEY. Yes.
Mr. BIAGGI. Didn't Mr. Lambert testify that they are being con-

verted in American shipyards?
Mr. HADLEY. I suppose that probably the--
Mr. BIAGGI. Does the law require that?
Mr. HADLEY. They carry a total of 900 passengers, and you are

looking at value on the order of $100 million and conversion costs
of $2 million. It is peanuts.

The basic work was done abroad, and our competitor has the ad-
vantage of dramatically lower foreign-built costs. I am troubled
with the essential element of fairness. You are saying, "Dick
Hadley, you do the work in the United States. You pay the higher
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prices in the United States, but your competitor can bring in ships
that have the advantage of much lower foreign construction."

Mr. BIAGGI. I know what you are saying. Literally, what you are
saying is-what you stated may be the reason why Mr. Lambert
and Cruise America is interested in those ships. That clearly is a
business consideration.

Now you are talking about fairness and equity. I would concede
that the United States, you and the United States, have not been
treated fairly, but I do not think that equity problem spills over
into the two vessels that are under consideration. It may well have
been the reason for Mr. Lambert's interest in the purchase of these
vessels. He has not purchased them yet. Whatever work was done
on them was done by-what company is that? By the British com-
pany. Trafalgar House, it was done by them, maybe in contempla-
tion of sale. I don't know. I do not know if Mr. Lambert was in-
volved at that point. It may not have been in contemplation of sale.
It became a good buy. There is no doubt in my mind that that is
the chief attraction. Couple that with a notion of this whole unique
type of cruise.

Mr. HADLEY. Do you feel that we should be similarly accorded a
good buy by permitting conversion of the United States to be done
foreign?

Mr. BIAGGI. No. It is not quite the same situation. Mr. Hadley, it
is not quite the same situation.

I would say that you could have had the opportunity to deal with
Trafalgar House and get these two vessels. It would be the same
for any other purchaser. That work was done already. The analogy
is not on all fours, clearly.

I know your problem. You have my heart-felt sympathy, but I do
not know how we can deal with it and how we can help you. If
there is any way this committee can help you, we would be delight-
ed to sit down and entertain the notion. Our Government has not
dealt fairly with you.

Mr. HADLEY. That is one subject with which we totally agree.
Mr. BIAGGI. Pardon me?
Mr. HADLEY. I say that is one subject on which we totally agree.
Mr. BIAGGI. Agreeing is one thing. Really, when I see an injus-

tice like that, I would like to see how we can remedy it.
Mr. HADLEY. I appreciate that.
Mr. BIAGGI. If there is a way, come see us. It is as simple as that.

I know the genius of people in your business and the lobbyists. I
have just thrown something out. Somebody will be knocking on
your door and is going to show you a way to do it.

One question: Are you really concerned about the competition for
these Cunard vessels or are you more concerned about the effect
that this bill would have on your financing of the United States,
Mr. Hadley?

Mr. HADLEY. I met with Mr. Lambert. He was very nice, nice
enough to come to Seattle to meet with me recently, and he de-
scribed the operation of his two ships.

In fairness, he points out that the routes that his ships will oper-
ate are not the routes which in all probability we will beoperating
with the United States. The area of competition, as I see it, is pri-
marily with respect to the convention business, and that was a
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very key-I do not know if this committee realized what an impor-
tant element that is in considering financing for a U.S. ship that
will qualify in Jones Act trade. It is darned important.

So we see ourselves in competition in that one area. The thing
that concerns me basically is what happens. We have operated on
one set of rules for years and have proceeded on that basis, and
now we have two ships which were totally built abroad and require
really minor work to be done in the United States. They have the
advantage of lower cost foreign construction. We see them as be-
coming, to some degree, competitors of ours. I would not worry too
much about just the two. It is the precedent for the future. Does
this mean that somebody else goes off and builds a ship foreign and
brings it into the United States? I would think that is a logical con-
clusion anybody would have looking at this legislation. That is my
concern.

If you could give me a guarantee that there was no more than
just these two ships, I would shake your hand and say, "That is all
we need."

Mr. BIAGGI. You know you--
Mr. HADLEY. Obviously we can't. The unfortunate thing is we

sort of establish a record, and that is the thing that becomes the
concern for the future.

Mr. BIAGGI. No one can give you a guarantee. That is the nature
of legislation. That is the nature of life. Changing conditions war-
rant different actions.

I am also aware of the importance of the convention business. I
think what we did last year is going to have a very salutary effect.

Let's go back a little bit. You were in that business before we
gave you the deduction.

Mr. HADLEY. That is correct. I must say that the task of convert-
ing the United States satisfactorily to cruise ship mode, I substan-
tially underestimated when I got into the thing. This legislation
that came along has helped enormously.

There is no one more eager than I to see a revitalization of the
American merchant marine. I strongly believe in it as an Ameri-
can.

I see the possibility with the United States of creating-and I
firmly believe we will have created-the finest cruise ship in the
world.

What I see jire me very important changes which have taken
place in the whole climate for investment in U.S. flag, Jones Act
ships.

One, we have had the major change in tax legislation, not only
the convention business but the more rapid writeoff.

The second thing is very, very important. There is no longer, I
can see, the extreme adversary relationship between unions and
management. People are willing to work together. They recognize
if we do not cooperate, we will continue to have our clocks cleaned
by all the foreigners.

All I am saying is I think that before we decide that the cure is
not enough or the medicine is not enough, let's give it a chance to
work. I think it will work.
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Not only do I hear from Mr. Fields about the ships proposed for
construction by the Texas firm, but I know there are others out
there that will be built in American yards.

Mr. BIAGGI. I am delighted with your optimism. I have been sit-
ting in this chair for a considerable period of time. I do not see any
basis for your optimism.

Mr. HADLEY. We are getting bids this month. I expect that before
the end of this year the United States will be in a yard and be un-
derway in conversion, and 15 or 16 months thereafter we propose
to enter New York harbor, like they did in 1952, with the ticker
tape and the whistles blowing.
.Mr. BIAGGI. Make sure I have an invitation to it. Nothing would
please me more than to see the United States coming into the
harbor and doing well. I

Mr. HADLEY. The conversion we contemplate-the reason we are
talking about spending the kind of money we are is because we do
not want the image of a mildly titivated elderly vessel. When we
get through with the United States, we are not going to be second
place to anybody.

Mr. BIAGGI. Mr. Donnelly.
Mr. DONNELLY. Thank you, Mr. Chairman.
Let me just make sure I have this straight. You three individuals

own the United States, the Monterey, and the Santa Rosa; is that
correct?

Mr. HADLEY. No, sir. I have no involvement with the other two
ships.

Mr. DONNELLY. In 1979-and I was on the committee in 1979-
you individuals came to this committee for a waiver granting coast-
wise Jones Act privileges because your ships were built with con-
struction differential subsidies; is that correct?

Mr. DELYRA. Correct, sir
Mr. DONNELLY. Why at that time, in 1979, didn't you build

brand-new vessels in U.S. yards with construction differential?
Mr. HADLEY. As far as I am concerned, if I can address myself to

the issue, I saw in the SS United States an opportunity to create a
cruise ship that was second to none. I think I was correct in that
evaluation. Eighty million dollars was spent on the United States
when it was built. To replicate that ship today would cost probably
$500 million. You just cannot do it. There just will not be another
SS United States.

Mr. DONNELLY. That, Mr. Hadley, is the kind of dilemma that
this committee is on. In 1979 we had a construction differential
subsidy program. In 1983 that program has been eliminated, along
with almost all ship building promotional programs with the
present administration.

The catch-22 of these granting waivers under the Jones Act is
that they have to come forward for a waiver, because it has become
so prohibitively expensive, as it was in 1979 even with the construc-
tion differential subsidy program. They come forward and ask this
committee, and that is the kind of dilemma this committee is on.

To get back to my original point, the reason I would suspect-
and I want you all to answer-that you came for the waiver was
because, even in 1979, even at prices in 1979, it probably would
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have been economically prohibitive to build that type of vessel in
an American shipyard.

It was prohibited in 1979. In all probability, if you look at the
ship construction costs and inflation over the course of the last 4 or
5 years, it is more prohibitive now. Therefore, individuals such as
this individual came forward for the exemption and puts this com-
mittee on the horns of a very great dilemma, especially with the
present administration in the White House, which is basically what
I consider to be a build foreign in the American ship building pro-
gram.

Mr. DELYRA. I know we are a smaller ship than the United
States, but I think we owned the Rosa before the United States,
a'.id I think we owned the Monterey before the present owners
owned it. We have a little longevity. I think there is a little confu-
sion here.

Public Law 96-111 was to overcome the construction differential
subsidies which are only available to American flagships in the for-
eign commerce of the United States. Recognizing that you could
not compete with the foreign-flag vessels, we then sought the relief
that was required to enable these ships-because they had been re-
cipients of construction differential loans-to enable them to get
domestic trading privileges, because that is the only way they could
compete in the protected area.

As Mr. Joseph of MEBA2 testified-and it was a little bit confus-
ing there-the Independence and the Constitution only enjoyed suc-
cess for one fundamental reason: Foreign-flag vessels cannot
engage in interisland commerce port to port in the Hawaiian is-
lands. They are absolutely barred from that. That is the only
reason for their success, and the same reason why Mr. Lambert,
and I have a high personal regard for him and his wife-I have
been in their home; I have been in their clubs-he is a definite
maritime pro, but he is also a very keen developer, a moneymaker.
Here he is looking for a sweetheart deal without a buck spent,
where we three people have got the bread spent. He is looking for a
guarantee, which is H.R. 2883. Then he puts the wheels in motion,
and you are delivering him a monopoly. That will add $4 million
maximum and 900 jobs.

Mr. DONNELLY. Let me just say this: I remember back in 1979
there were some individuals that called that piece of legislation a
sweetheart deal. There were other individuals that said we were
delivering a monopoly to five vessels.

However, it does not get to the fundamental point. The funda-
mental point is this: If we are to increase the number of vessels in
the Jones Act trade, if we are to increase the number of vessels
under American flag in our domestic merchant marine, there is a
tremendous amount of unanimity of agreement and thought that
we have to rebuild our merchant marine.

The bottom line is that there is no vehicle to do that today. A
shipyard mobilization base is eroding on almost a daily basis.

As this committee has articulated, as every member of this com-
mittee has verbalized, that takes direction from the present admin-
istration and the White House. There is no direction there. In fact,
the only direction is to eliminate-recommend elimination-of
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almost the few remaining shipyard promotional programs that we
have.

You mentioned earlier-I think it was you, Mr. deLyra-tnat
the CCF funds were now available. As I am sure that you are
aware, the administration has recommended using CCF funds to re-
construct and build ships overseas. Through the wisdom of the
present Congress, that idea has been rejected and it will be an on-
going battle.

I want to point out to you three individuals the kinds of dilemma
that we are on here.- We have no leadership from the present ad-
ministration with regard to a shipbuilding policy. We have great
concern about the number of vessels in the seas flying American
flags. You three individuals, maybe not personally but there were
five individuals who came before this committee in 1979 that under
1979 prices could not construct new vessels in American yards for
this type of commerce, and the situation is even more dire today
than it was 4 years ago.

I do not think comments like I have heard, that we are violating
the Jones Act, that we are opening up Pandora's box, are really
valid. If the exception was valid in 1979 for five individuals, then
the debate of that exception under different economic circum-
stances is valid today.

Mr. HADLEY. Mr. Donnelly, if I could just address a couple of
comments to this:

The reason the exception was sought was because of the court de-
cision in National Boat Carriers v. Kreps, in which it seemed some
of the testimony or some of the opinions by the judges seemed to
say that a ship built with CDS money could never be admitted to
Jones Act trade, which was at variance with policy longstanding by
the Maritime Administration.

When we sought the legislation, we did not have the benefit of
the subsequent decision by the Supreme Court which upheld the
position of the Maritime Administration. Had we had it, we would
not have had to ask for an exception. It looked like the judges were
making exceptions to a longstanding policy, and that is the only
reason we asked for it.

Now as far as the situation in 1979 is concerned compared to
today, I would like to point out that we have 1983 prices today but
we also have 1983 fares. Prices in foreign yards have gone up prob-
ably as fast or faster than prices in an American yard.

Now the final element is this that I have referred to before: I do
not know whether the committee really appreciates from a busi-
ness standpoint how important it is. The change in the tax legisla-
tion to permit more rapid writeoff, the change in the tax legisla-
tion to permit conventions on U.S. flag, Jones Act ships but not on
foreign flagships, the change in attitude between employers and
labor unions-these are new elements that were not existing in
1979.

I would like to conclude by asking a question. If you were--
Mr. DONNELLY. We ask the questions here, sir, not you.
Mr. HADLEY. If you were assured that there were going to be

American-built ships of substantial size that would go ahead in
American yards in the near future and would probably be trans-
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ferred to foreign yards if this legislation passes, or would be put on
the back burner, would your position still be the same?

Mr. DONNELLY. Clearly, it is not your prerogative to ask me ques-
tions; it is vice versa, sir.

Let me say this: In the testimony, by the way, that the individ-
uals from 1979 gave regarding the S9 United States, one of the
prime factors was replacing that vessel or building a new vessel,
and the cost of that in an American yard. That is my basic point.

Let me say secondarily that, unless we do two things, we will be
in a constant dilemma in this committee regarding Jones Act
trade. One is to pass a shipbuilding promotional program, and two
is to understand and to educate the entire Congress regarding the
need for a viable, strong merchant marine.

The one point you left out about the advantage of foreign ship-
building, Mr. Hadley, was the very attractive financing arrange-
ments that they make. Until this Congress is willing to commit the
resources, whether it be through a subsidy program or a financing
program, then we will have no more ships in the coastwise trade or
in international commerce.

I just find it ironic that 5 years ago, as we granted an exemption,
some of the same individuals that are here testifying against this
exemption were given that exemption 5 years ago. I understand
where you are coming from, but I think you have to understand
where this committee has to go in terms of putting more vessels
with American flags not only in the intercoastal trade, but also in
the international trade.

We are, in fact, my friends, on the horns of a dilemma. We are
not under any circumstances taking a very slight look at the Jones
Act. I want to assure you of that, at least as long as I am a member
of the subcommittee and the 5 years that I have been a member of
this committee. It is an act that I think on a historical basis was
one of the best things that Congress has done for shipbuilding in
the maritime industry.

There comes a point in time where you have to look at the broad
picture. I am sorry that we are at this situation. We ought not to

e at this situation. I certainly do not have any friends in the
White House, but I would hope that individuals, either at the table
or in this room who have some friends in the White House could
articulate the real concern we have here for an industry that is
clearly going down the tubes.

Do you want to say something else? I will give you 1 minute.
Mr. DELYRA. Thank you. I will do it in less.
Mr. DONNELLY. You have been one of the best witnesses that I

have ever seen.
Mr. iELvRA. I did not ask for any construction differential subsi-

dy, and I do not believe these gentlemen did, either. We were not
the creators of these ships. We were the inheritors. When we inher-
ited them, they were crippled because they had received construc-
tion differential subsidies-U.S. Lines, which had to give up; Grace
Lines, which had to give up.

The history of the demise of the passenger ship American cruise
industry is very clearly available. I did not ask for construction dif-
ferential subsidies. I am not asking for one now. I am not asking
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Congress for a dime, or any other Government entity for a guaran-
tee. All I want to do--

Mr. BIAGGI. I thought that was a brief response. Mr. deLyra, you
are exceptional in your description of brief responses.

Mr. Dyson.
Mr. DYSON. Thank you, Mr. Chairman.
I guess in a group of witnesses such as yourself the question

ought to be, what is the short-range and long-range impact of the
bill, H.R. 2883. I can see people like the witness we had earlier this
morning, Frank Drozak of the Seafarers, can very much see an im-
mediate advantage in accepting the two Cunard liners into the
Jones Act trade. That immediate advantage, of course, is 900 jobs.

As the chairman had indicated to me earlier in the day, this Con-
gress, the 98th Congress, is very much concerned about jobs. If we
could find a bill that would bring 900 to 1,000 jobs, he accurately
stated it would probably cost us $1 billion, if we could create that
many or this Government could create that many.

Yet, a bill like this is going to put many people to work, with
very little cost, seemingly, to the Federal Government-my ques-
tion to you, though, is that you have indicated, certainly everyone
who has been here today has indicated, that the American cruise
industry is expanding significantly, although very few of the ships
are U.S. flagged and consequently not U.S. crewed.

The cost of building one in the United States has always been
very prohibitive. You all indicated that. Mr. Hadley said it was
something like three times as much to build one in the United
States. Yet, you say that is changing, that the foreign builders-it
is costing more now and that, with the increasing interest in the
cruising here, we will start seeing an increase in the building in
this country.

The next witness, Mr. Robertson who represents Chesapeake
Shipbuilding and American Cruise Lines, has indicated that they
have already begun negotiations-this is his testimony-on five
American shipyards to develop two large passenger cruise ships.
Now that is a potential that would meet that same immediate need
that people such as the Seafarers are interested in.

How is that working? How is that coming about? The chairman
was somewhat skeptical as to some of your statements about meet-
ing the new need with building here in American shipyards. I, too,
am.

I sit on the Armed Services Committee, and there was all the
talk today about the hospital ship. Quite frankly, we are author-
izing building of hospital ships because we do not feel that we can
get them anywhere else.

What I am asking is, how does all of this jibe?
Mr. HADLEY. I can mention a firsthand experience. After we put

the ship, the United States, in drydock in the spring of 1979 and
established that the hull was in great shape, Dr. John Moxley,
Under Secretary of Defense for Health Affairs, got the idea of
taking the United States back for conversion to a hospital mode. I
proposed to him-I met with his at the Pentagon in the latter part.
of 1979 and proposed a cooperative effort where the United States
would be refmubished as a cruise ship but would have facilities
which would permit it to be rapidly converted to hospital mode in
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case of national emergency. He told me that ship-that they were
not interested in that. They could do the conversion to hospital
mode for $40 million. They went ahead and spent a million dollars
with Gibson-Cox and Newport News to work up a more precise esti-
mate, and the estimate came back $390 million. After that, it was
abandoned because it just was not feasible.

All this cost us a tremendous amount in time, delay. Otherwise, I
am sure we would have been underway by now.

Mr. BIAGGI. We will have a 10-minute recess in order to respond
to a vote on the floor.

In order not to keep the three witnesses through the recess,
counsel will ask one question and each of you will respond. Then
we will have a 10-minute recess.

Mr. DYSON. We will be gone. If they could respond to that
through the mail-all three of them--

Mr. BIAGGI. He is going to ask that question.
Mr. DYSON. Oh, OK.
Admiral RA~ri. Mr. Hadley, Mr. Kurtz, and Mr. deLyra, I think

the basic question is this: Would either of these Cunard vessels be
in direct competition with the vessels you plan? To what extent
would they be in direct competition with yours?

Mr. DELYRA. Direct competition, sir, because our vessel is small-
er than the United States. It certainly would be a reduction in the
availability of the financing that we have only been able, because
of legal entanglements, to start less than a month ago, and hope to
conclude in 3 months. It would definitely be a competition and a
hindrance.

Admiral RAnrI. Do you mean it would be in competition because
it would be on the same routes, doing the same type of service, and
generally the same--

Mr. DELYRA. Exactly, sir.
Admiral RATTI [continuing]. Category of vessel?
Mr. DELYRA. Exactly, sir.
Admiral RATrI. Mr. Kurtz.
Mr. KURTZ. I have the same position. It would be in competition.
Admiral RATTI. That is the type of service you plan for your ves-

sels, the same type that Mr. Lambert is planning?
Mr. KURTZ. West coast to Hawaii.
Admiral RATTI. West coast to Hawaii. He is planning a coastwise

service up and down the west coast. Would you be planning that
type of service?

Mr. KURTZ. Part of the service that we would provide is the west
coast-San Francisco, Los Angeles, Seattle.

Admiral RATTI. Would you be planning service to Alaska?
Mr. KURTZ. Probably once or twice a year, not as a regular plan.
Admiral RATTI. Mr. Hadley?
Mr. HADLEY. I believe I already responded to that question. I do

not see our routes, the routes for the SS United States and these
other two, being directly competitive. I do see them being competi-
tive in that we are all seeking to attract convention business. To
that extent, we are direct competitors.

Admiral RAMFI. I guess we could ask Mr. Lambert sometime
whether he could supply the committee with information as to
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whether he is going for convention business or not, get that clari-
fied.

Do you have anything to add on the subject of direct competi-
tion?

My personal question is: Are you more worried about direct com-
petition or are you more worried about the passage of this bill af-
fecting your ability to complete the financing for your particular
vessel?

Mr. DELYRA. That latter, sir
Admiral RATni. I beg your pardon?
Mr. DELYRA. To complete financing, sir. It is one thing if some-

body has a total monopoly handed to them when they are ready to
go into action immediately. Your attractiveness to any investor is-
he will say, "Well, you've got a-couple of ships there now."

Admiral RATTI. Mr. Kurtz.
Mr. KURTZ. Yes; the same position. The competition of the ship

will affect the ability to finance.
Admiral RArrI. May I ask, when do you think you will have fi-

nancing completed, or is the very fact of holding these hearings a
difficulty?

Mr. KURTZ. Last time you held hearings it did affect the financ-
ing and it fell through, when you were authorizing the Constitu-
tion.

We now have the financing, I believe, in place, and it should be
completed within the next 2 weeks. The documentation is now
being prepared.

The last time, when the Constitution did come in, the financing
fell through.

Admiral RATTI. Thank you, gentlemen, very much. The chairman
asked me to dismiss you at the completion of the testimony.

[Recess.]
Mr. BIAGGI. Our next witness will be Charles Robertson, presi-

dent of Chesapeake Shipbuilding and president of American Cruise
Lines, representing the American Waterways Shipyard Conference.
He is accompanied by Herman Molzahn, vice president, Ship Oper-
ations, American Waterways Shipyard Conference.

Gentlemen.

STATEMENT OF CHARLES A. ROBERTSON, PRESIDENT, CIIESA-
PEAKE SHIPBUILDING, INC., -AND PRESIDENT, AMERICAN
CRUISE LINES, INC., HADDAM, CONN., REPRESENTING THE
AMERICAN WATERWAYS SHIPYARD CONFERENCE, ACCOMPA-
NIED BY HERMAN J. MOLZAHN, VICE PRESIDENT, SHIP OPER-
ATIONS, AMERICAN WATERWAYS SHIPYARD CONFERENCE
Mr. ROBERTSON. My name is Charles Robertson. I am president

and owner of Chesapeake Shipbuilding in Maryland; Williams and
Manchester Shipyard in Rhode Island; American Cruise Lines in
Haddam, Conn.; and several other companies engaged in marine
transportation and technical fields. Today I am also representing
the American Waterways Shipyard Conference in addition to my
own companies.
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I would like, as a result of witnessing the testimony that has oc-
curred so far today, I would like to interject from time to time, if I
could. Is that permissible?

I believe that we are the largest American-flag operator of cruise
ships now. We also design and build these ships, and have so for
the past 12 years.

We have heard many references today about the last American
ship being built 20 years ago. We launched last week in Salisbury a
new passenger cruise ship, 210 feet, which represents approximate-
ly a $10 million personal investment of my own. We have built
three other vessels in the past 6 years and are about to start a
fourth one, which will be twice the size of the one that we
launched last week. The Savannah, the one that was launched last
week, is the largest passenger vessel that has been built in the
United States since World War II for coastwise service.

There was an indication also this morning that American Cruise
Lines vessels operate on inland waters of the United States. I think
that is not accurate. They are all licensed for coastwise service, and
in fact do engage in coastwise service and operate on ocean coast-
wise routes year round.

The American Waterways Shipyard Conference, which is part of
the American Waterways Operators, Inc., is the national trade as-
sociation for the second tier shipyards in the United States. This
segment of the shipbuilding and ship repair industry is composed
of just over 300 shipyards located throughout the action. These
shipyards serve the barge and towing industry, the offshore oil and
fishing industries, and they also produce the ferry vessels and
cruise ships for our Nation's coastal and inland regions.

If the proposed legislation is enacted, allowing foreign-built hulls
to operate in domestic service, it would create a certain national
tragedy in an industry which is just now beginning to blossom as a
strong producer of new American ships and as an employer of tens
of thousands of American workers.

My company, American Cruise Lines, is a U.S. corporation which
presently operates three American-flag passenger cruise ships built
in the United States in coastwise service, and has done so success-
fully for many years. We carry approximately 15,000 passengers a
year, mostly on 1-week cruises.

Two weeks ago we launched a fourth vessel, the Savannah, at
our Salisbury shipyard. This is the largest coastal cruise ship built
in the United States since World War II. In addition, we are plan-
ning to build two 600-passenger cruise ships for ocean and coast-
wise service in the United States. We believe strongly that these
ships should be built in the United States, fly the American flag,
andbe manned by American seamen.

We have conducted negotiations with both American yards and
foreign yards for construction of these two large ships, principally
in Finland, also some Spanish, West German, and French ship-
yards. My strong preference is to build them in the United States.

I am informedof the growth plans of other U.S. cruise operators
for their American-built, American-flag fleets. Recently cruise
ships of this size have been under construction not only at our yard
in Maryland, but also at Blount Marine in Rhode Island; Jeff Boat
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in Indiana; Nichols Brothers in Washington; and offshore ship-
building in Florida.

The public demand for all types of cruises from day excursions to
those lasting several weeks, and for larger cruise ships, has been
growing at a phenomenal rate. The cruise ships that we are build-
ing today for our own fleet are four times the size of those that we
built 6 years ago. The industry not only plans to expand the
number of vessels, but also to dramatically increase the size of
these vessels, again speaking about American-built vessels.

If this industry is not stifled in its infancy by admitting foreign-
built vessels to the coastwise trade, tens of thousands of American
jobs would be created for Americans, not only in U.S. shipyards
and their allied industries, but also aboard American-built ships.

We recently selected five American shipyards to explore and
begin negotiations on construction of two large passenger cruise
ships similar in size to the Cunard vessels for domestic service.
These five American shipyards-American Shipbuilding, Bethle-
hem Steel, Bath Iron Works, Ingalls Shipbuilding, and Tacoma
Shipbuilding-all expressed great enthusiasm and willingness to
build these ships. We received no indication from any shipyard
that they might be either unwilling or not capable of constructing
these vessels.

To the contrary, they are anxious and aggressive in their pursuit
of this type of shipbuilding contract, further demonstrating the
U.S. capacity for building this type of ship, which would present a
great opportunity to employ nationwide thousands of American
workers, and I might add over the very short term. In the current
economic climate and the resulting unemployment, we cannot
afford to throw away an opportunity to put tens of thousands of
Americans back to work.

In addition to market demand and a shipbuilding capacity, the
other factor which makes this industry possible is the cabotage
laws, which prohibit foreign-built vessels from transporting passen-
gers between ports or places in the United States. The Vessel Docu-
mentation Act requires that a vessel must be built in the United
States to be issued a coastwise license or a Great Lakes license.
The basic principle underlying cabotage laws is to preserve domes-
tic trade and the shipbuilding industry for the economic good of
the country and for use as an adjunct to national security forces.

These laws are absolutely vital to the American shipbuilding in-
dustry. We can point with great pride at our shipbuilding industry,
which is highly competitive and can build cost-effective ships with
the latest in technology and safety features. The Jones Act and re-
lated laws have insulated us from the predatory pricing of foreign
government subsidized shipyards, and they are preserving the ship-
building base and skills which we have found so essential in times
of national emergency.

This segment of the American shipbuilding industry is just be-
ginning to become more competitive with foreign yards. The impact
of this legislation would be devastating if these exemptions are
granted. In all fairness, other operators would have to be granted
similar exemptions, and I, for one, would be forced to immediately
request a similar exemption in order to remain competitive with
these foreign hulls. Ultimately, if I wish to remain competitive,
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without similar legislation I would be forced to build my ships in
foreign yards, against my wishes and against my very strong na-
tional pride, particularly when it involves the U.S. merchant fleet.

This legislative body has before it a great opportunity to under-
score American resolve to improve and utilize its shipbuilding ca-
pabilities and to once again become a world leader in this field.
Most cruise passengers are Americans and most leave from Ameri-
can ports, and in all, it is fair that American workers should build
and man these ships. After all, it is jobs that we are talking about.
Let there be no mistake and let there be no confusion; this is an
antijobs bill.

I would like to present a little further information in conclusion
of the prepared testimony.

The American Waterways Shipyard Conference and the Ameri-
can Waterways Operators strongly support the Jones Act and relat-
ed laws prohibiting foreign-built vessels from the U.S. coastwise
trades, and therefore vigorously oppose H.R. 2883, which would
permit these foreign-built vessels, the Cunard Princess and the
Cunard Countess, to operate in our coastwise passenger trade.

On behalf of the American Waterways Shipyard Conference, I
appreciate the opportunity to address the subcommittee.

One thing that I would like to add that I think is important is
this: There has been a lot of conversation about what might
happen and what could have happened. As a shipowner who has
personally invested many, many millions of dollars in my fleet, I
would not have done it if it were not for the Jones Act. The ball
game and the rules of that ball game have been well established,
and I have relied on them for the past 14 years to a tremendous
degree, an overwhelming degree. For me to build this American
fleet and make that investment would not even have been consid-
ered if there was even a reasonably remote possibility that Ameri-
can passenger ships would be derived or be brought in from foreign
fleets.

The vessel that we are planning to start in September, if this leg-
islation appears as though it will be passed, that will stop instant-
ly. It wou be suicidal to go forward with it.

Mr. BIAGGI. Why would it stop?
Mr. ROBERTSON. Because, as Mr. Lambert explained to me last

fall, he basically is duplicating our route structure on the east
coast, going to identically the same ports, appealing-to identically
the same market, and will be doing it with foreign-built hulls
where his--

Mr. BIAGGI. Excuse me, Mr. Robertson, but you are the first one
that has made that statement. I have asked that question a
number of times, and there seemed to be a unanimity of opinion
that this was a unique cruise; there was no competition; no one
else was in the area. That is an important factor in our consider-
ations.

Mr. ROBERTSON. Yes, sir, it is. This is the first opportunity I have
had to present this information. I think that I have some revealing
testimony that may throw a slightly different light on this whole
issue.

Mr. BIAGGI. That is why it is important you are here.
Mr. ROBERTSON. In any event--
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Mr. BIAGGI. Excuse me. Let me pursue this for a minute because
it is an important question. I would certainly like you, Mr. Robert-
son-and Mr. Lambert is still here-to either consult with one an-
other and make a cooperative presentation for the staff members
or do it individually and sustain your positions.

You made a statement, Mr. Robertson. If it is true, I would sug-
gest that you submit a statement and sustain it with facts, sched-
ules, ports of call, and the nature of your cruises.

This record will be kept open. It will be an important considera-
tion.

[The following was submitted:]
ADDITIONAL FACTS ABOUT AMERICAN CRUISE LINES

ROUTE STRUCTURE AND PORTS OF CAI.I. ARE VIRTUAI.I.Y THE SAME As
AMERICAN CRUISE LINES

American Cruise Lines operates three U.S. Flag Vessels in coastwise service and
has done so since 1976. On June 15, 1983, American Cruise Lines received Interstate
Commerce Commission operating authority for the West Coast of the United States
and Alaska.

Cruise America Lines, Inc., has inferred that their service would be unique in
that there is no other operator currently operating in coastwise service providing
cruises to specifically mentioned U.S. destinations. This is, in fact, incorrect.

As can been seen from the enclosed brochure, American Cruise Lines presently
operates an extensive series of coastal and inland waterways cruises. Mr. Robert
Lambert, President of Cruise America Lines, Inc. testified on June 15, 1983, that
Cruise America Lines, Inc. proposes to operate "unique" cruises to U.S. ports:

Boston '
Philadelphia'
Alexandria'
New Orleans*
Key West'
San Diego'
Seattle*
Detroit

jords of Maine'
orktown'
The following is

Cruise Line's vesse

Newport
Block Island
St. Michaels
Crisfield
Hilton Head
Bucksport
Morehead City
Beaufort, SC
Port Canaveral
New York City
Belfast
Wiscasset
Pensacola'
Dolphin Island'

Cruise America Lines Proposed Ports of Call

New York*
Baltimore'
Charleston'
Savannah*
San Francisco'
Long Beach$
Galveston*
Mackinac Island
Jamestown
Williamsburg'

I a list of the ports.of-call presently being se
Is:

American Cruise Lines Ports of Call
Nantucket
Haddam
Oxford
Cambridge
Beaufort, NC
Belhaven
Great Bridge
Fort Myers
Palm Coast
Boston
Bath
Boothbay Harbor
Mobile*
Martha's Vineyard

rved by American

Baltimore
Yorktown
Savannah
Charleston
Wrightsville Beach
St. Simons Island
St. Lucie
Fernandina Beach
Castine
Rockland
New Orleans'
Gulfport'

As can be clearly seen by the ports of call comparison listed above, the Cruise
America Line's operation is a thinly disguised attempt to exactly duplicate Ameri-
can Cruise Line's itinerary. The testimony of Mr. Lambert with regard to the
uniqueness of Cruise America Lines operation is factually incorrect.

'These ports of call are currently included in American Cruise Line's itineraries.
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PASSENGER PROFILES OF AMERICAN CRUISE LINES AND CRUISE AMERICA LINES
PASSENGERS WILL BE IDENTICAL

American Cruise Lines has conducted extensive research into the passenger pro-
file of not only its passengers but also the cruise passenger in general. The Ameri-
can Cruise Lines passenger is in fact the same passenger that Holland America,
Cunard, Norwegian American Cruises, (the proposed Cruise America Lines), etc., di-
rects their marketing efforts toward.

This passenger is middle to upper middle age, has a relatively high income level,
large amounts of discretionary income, is more than likely an "empty nester", and
has cruised before (over 85% of American Cruise Line's passengers have taken
cruises prior to traveling with American Cruise Lines).

American Cruise Lines competes with all existing cruise operators for the same
potential passenger. The testimony of Mr. Lambert to the contrary is incorrect.

CRUISE AMERICA LINE'S SHIPS WILL BE SLIGHTLY SMALLER THAN AMERICAN CRUISE
LINE'S PROPOSED NEW VESSELS AND WILL BE LARGER THAN THE EXISTING AMERICAN
CRUISE LINES VESSELS

Although Cruise America Line's existing vessels are smaller than the Cunard
Countess and Conard Princess, they provide essentially the same service. Industry
experience has demonstrated with many carriers that the on board facilities of ships
such as beauty parlors, barber shops, etc., are not the determining factor on why a
passenger takes one particular cruise over another. The overpowering single most
important factor in why passengers selecting one particular cruise over another are
the itinerant stops of that cruise, thus, making Cruise America Line's statement
that their service is different and will appeal to a different passenger because their
vessel has different on board services, is false. However, even if there was some va-
lidity to their comment, the on board services and size of the Cruise America Line's
ships will be virtually identical to those that American Cruise Lines proposes to
build and operate in the United States, with the exception that the size of the state-
rooms and the number of square feet available to passengers will be much greater
aboard American Cruise Lines two proposed vessels.

SERVICE PROVIDED AND REPUTATION

American Cruise Lines provides luxurious cruises and has done so for many
years. American Cruise Line's present ships are comparable to the larger cruise
ships. When the M/V Savannah (which was launched at a US shipyard on June 1,
1983) is placed into US Flag service in April, 1984, it will be the most luxurious
coastal cruise ship ever built.

Through its many years of operating truly unique and innovative itineraries,
American Cruise Lines has built one of the finest reputations in the cruise industry.
Passenger satisfaction is continually proven through the Company's extraordinarily
high percentage of repeat passengers.

NEARLY IDENTICAL SERVICE WILL BE PROVIDED BY BOTH CARRIERS IN DIRECT
COMPETITION WITH EACH OTHER

Cruise America Lines has indicated that their proposed service would be unique.
The facts are to the contrary. As earlier stated, American Cruise Lines has been
operating cruise ships along the East and Gulf Coasts of the U.S. since 1975. In fact
there is nothing unique or innovative in the services proposed to be offered by
Cruise America Lines which are, in all essential respects, carbon copies of the
cruises and services that have been offered by American Cruise Lines for a number
of years to a market that has already been developed by American Cruise Lines.
This market has been developed through satisfactory past service and extensive ad-
vertising campaigns.

PASSAGE OF THIS LEGISLATION WILL HAVE ADVERSE IMPACT ON EXISTING U.S. FLAG
CARRIERS

The cruise set vice offered by American Cruise Lines are already in direct competi-
tion for the recreational dollar of the public. Since these cruises are essentially va-
cation trips, American Cruise Lines and other American Flag operators must offer
prices and service that the public will select, either in the cruise industry, motor
coach tours or even the private automobile.

25-905 0 - 84 - 8
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As a consequence, American Cruise Lines has been obliged to increase its adver-
tising budget, offer discounts and increase commissions, particularly to Travel
Agents.

It must be immediately apparent from the description of the proposed Cruise
America Lines itineraries that it does not propose generalized competition such as
that of the Caribbean cruises but rather focuses directly upon the market now
served by American Cruise Lines and other US Flag operators by offering duplicat-
ing cruises. American Flag cruise lines cannot survive the impact of the proposed
service.

PASSAGE OF THIS BILL WILL CAUSE AMERICAN CRUISE LINES TO IMMEDIATELY CANCEL
PLANS TO CONSTRUCT TWO 550' AMERICAN PASSENGER SHIPS WHICH ARE SIMILAR IN
SIZE TO THE "CUNARD COUNTESS" OR THE "CUNARD PRINCESS"

American Cruise Lines has begun negotiations with five US shipyards to build
American vessels in US shipyard similar in size to the Cunard Princess and Cunard
Countess. Passage of this legislation will force American Cruise Lines to abandon its
plans to build these two 550', 640 passenger vessels in a US shipyard and to immedi-
ately seek similar legislation to allow them to be built in foreign yards and be U.S.
Flag so that the unfair competitive advantage of Cruise America Lines would be
overcome and American Cruise Lines would be able to compete with these vessels.

CRUISE AMERICA LINES DOES NOT HAVE AUTHORITY TO OPERATE THE PROPOSED CRUISE
NOR HAVE THEY DEMONSTRATED A NEED FOR THE PROPOSED SERVICE

Cruise America Lines does not hold Interstate Commerce Commission authority
to operate the proposed routes. Application by Cruise America Lines for such au-
thority would be vigorously opposed by existing American Flag carriers operating
American ships.

In addition, Cruise America Lines has provided no evidence of cruise line manage-
ment or cruise lines marketing experience or that the company's proposed operation
would benefit the public need. In fact, no benefit to the public has been demonstrat-
ed by Cruise America Lines.

At the present time, there is an overcapacity of cruise berths available. By giving
still another operator, Cruise America Lines, a competitive advantage over existing
U.S. Flag cruise lines who have additional berths available, would seriously jeopard-
ize the present U.S. Flag operators. The potential harm to the public good far
outweighs any potential benefits.

CRUISE AMERICA LINES APPARENTLY HAS NO AGREEMENT INSURING THE PURCHASE OF
THESE VESSELS, THEREFORE, SUCH LEGISLATION MAY ALL BE A WASTE OF TIME

The Trafalgar House of England has publicly stated, as recorded in the Journal of
Commerce, that they have no intention of selling these vessels to Mr. Lambert's
company. Mr. Lambert has not reported that he has any firm agreement to pur-
chase these vessels. Therefore, it appears as though Congress and all of the other
people interested in the legislation may be wasting their time in a complex exercise
of which the probability of Cruise America Lines bringing to settlement is severely
clouded, especially in view of the fact that the potential seller has publicly stated
that they do not intend to sell the vessels to Mr. Lambert.

Mr. BIAGGI Mr. Lambert, you are still here. You know the point
of contention. I would suggest you submit a statement to support
your position and see. who prevails, see if there is conflict, see if
there is a difference of opinion or there is not. That is why we have
hearings. We are not thoroughly knowledgeable in every detail,
and we ask for contributions. We hope that people will respond in
a fashion that couples integrity.

Mr. ROBERTSON. In this shipowner's position, after a very careful
analysis and much time, thought, and money, I have already made
a decision that this shipowner will not continue to build American
ships if foreign-built vessels are allowed to enter domestic trade,
unless I can have a similar exemption.

Mr. BIAGGI. When you say "foreign-built vessels," we are talking
about two specific vessels. If you are suggesting that these two ex-
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emptions will be the forerunner of an opendoor policy, permitting
every foreign-built vessel to come in, then we hasten to assure you
that you could not be further from the truth. To be sure, the un-
derstanding is an inaccurate one.

We take a very serious position when it comes to the Jones Act.
You have heard that stated. This committee has reinforced the
Jones Act, rather than eroded it. On occasion, we do grant waivers.

One of the principal considerations here-there are many, but
one of them-is that this was a unique cruise, a unique type of
service, and that there was not any competition. In the light of
that, it seemed like a very desirable route to pursue and take
acti6ii-aordingly.

Now if there is some difference of opinion, we want to hear about
that difference of opinion.

What you said in that last statement is not exactly what you said
in the previous statement. You people made a business decision.
We understand that. However, in the previous statement you said
that because you are engaged in the same kind of cruise, the same
kind of route schedule, that Mr. Lambert will be, that Cruise
America will be, you would have to stop construction on the 600-
passenger vessel. That is another item. That is a separate and iso-
lated question. Clearly, that has to be responded to.

The second part--
Mr. ROBERTSON. I was speaking of a different vessel. We have

three proposed vessels right now which have not been started. The
one that I was talking about was the one that we would start in
September right here in Maryland.

Mr. BjAGGI. You understand what I am seeking, Mr. Robertson?
Do you understand the information I am seeking?

Mr. ROBERTSON. I think so.
Mr. BIAGGI. If you can sustain your position that this service will

be duplicative, then please submit that testimony to us in writing.
That will give us an opportunity to check it.

Mr. ROBERTSON. I would be delighted to do that, or I could re-
spond to general questions now.

Mr. BIAGGI. No; that one I would like to have in writing. I have
some other questions.

Mr. ROBERTSON. The American shipbuilding industry now as
compared with the foreign shipbuilding industry has really
changed remarkably in the past few years. Several things have
happened, and I view it with both hats-one as a shipbuilder and
one as a shipowner.

Prices to build ships overseas have greatly increased in the past
few years, tremendously so. The attractive financing programs that
were available in overseas yards are still available, but they are
not as attractive as they were a few years ago. They are less attrac-
tive and they are more expensive.

Other things have happened in the American shipbuilding indus-
try whichmke it more favorable. One, the American shipbuilding
industry has gone through a tough time. I think it is appropriate
and accurate to say that the shipbuilding industry in the United
States cut a lot of fat out. It is a lot leaner and a lot more efficient,
and it is ready.
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In the yards that we are discussing building these passenger
ships, it is my personal opinion, and our selection process of these
yards is, that they have gone a long way toward reducing higher
cost items which made them less competitive only a few years ago.

I think that the Jones Act is the only viable program which will
permit the American shipyards to continue to become more cost-
effective by comparison with foreign yards.

To build a merchant marine fleet for the United States and not
have the shipbuilding base to support it really to me does not make
a lot of sense. I think they go hand in hand.

If we take this one segment of the shipbuilding industry, which
is right now experiencing explosive growth-it is right in the infan-
cy of it; practically, it is a matter of months or no more than a
year or two-right when that begins to happen, if we export it to
foreign yards, and this is the first step in my judgment in exporta-
tion because it will prevent me or it will cause me to decide not to
build ships in American yards, and I have had discussions, includ-
ing with Mr. Briggs, and I think I can answer some of the ques-
tions about his ships, also. He asked me to do so, if it came up.

It won't happen. The American shipbuilding industry will contin-
ue to deteriorate. There are five American ships that I know of
right now that are seriously being proposed for construction in the
United States. It represents an investment of the shipowners some-
where in the area of $500 million. It represents probably about
80,000 American shipyard jobs. It represents probably about 15,000
American seamen, all of which would be employed within the next
36 months, in my judgment, possibly 48 months at the outside.

In the very small, local situation that I have in my own yard in
Maryland, passage of this bill would cancel the construction and
lose about 240 jobs in the State of Maryland at my yard. I do not
think that that can be ignored.

This bill, I think, will probably have more impact on American
shipbuilding and American merchant fleets than anything that I
know of in the 20 years that I have been associated with the indus-
try.

Mr. BIAGGI. Just these two vessels?
Mr. ROBERTSON. Yes. Yes. This one bill.
Mr. BIAGGI. Why?
Mr. ROBERTSON. Because.
Mr. BIAGGI. Let's assume, Mr. Robertson, that it is Cruise Ameri-

ca's proposition that there is not any competition; there is not any
duplication; and, there are not any other vessels in that area of op-
eration. Then why should that have an inhibiting effect on the
shipyards that are contemplating building vessels or in the process
of building vessels?

Are you telling me that that is what they plan to do with these
vessels?

Mr. ROBERTSON. That is what who plans to do with these vessels?
Mr. BIAGGI. The shipyards that are in contemplation of--
Mr. ROBERTSON. I believe American shipowners and American

shipyards will perceive the enactment of this legislation as the be-
W ning of a trend to allow more such Jones Act exemptions.

whether they are right or not in that analysis, and I for one think
they are right and as a shipowner feel identical to that position
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-/ that I have just stated, it would be nondiscretionary. I simply
would not do it. I will not do it, and I know a lot of people in the
industry and they will not do it.

If this legislation passes, I will be here the next day wanting the
same exemption because I have been in this business for 15 years
and I have invested many millions of dollars when times were
tough. If a new entrant gets favorable treatment with foreign hulls,
I will want it, too. There are going to be a lot of other people that
will want it. I know of other people who are going to want it. This
committee is going to hear one request after another.

Mr. BIAGGI. You gave me the answer that I wanted. The inhibit-
ing factor will be not so much-it will be more the fact that you
think that this will open the floodgates. I assure you that as far as
this gentleman is concerned-and I think I speak for the commit-
tee-you could not be further from the truth.

What distinguishes this one from the others is the uniqueness of
the proposal. If you are telling me that you may come here-if we
enact this into law-to seek exemptions, well, I would have to ask
for what purpose? Just to get favorable treatment so that you can
compete with other Jones Act vessels? You will never get it. You
will never get it.

Mr. ROBERTSON. The hypothesis is incorrect. These vessels do
compete, would compete, directly with what we are doing.

Why don't we deal realistically with the fact that they are inter-
coastwise trade. I do not think there is anybody-I know there is
nobody in the United States who has anywhere near the number of
tickets that I have to passengers who have been in the market-
place, who have surveyed the results of passengers. I may not be
the greatest expert on the field, but I certainly have the most expe-
rience, and I have certainly made the largest investment.

Mr. BIAGGI. I understand. I understand.
Mr. ROBERTSON. These vessels will compete. The ports that Mr.

Lambert has listed-Charleston, Yorktown, Baltimore, Savannah-
are all ports that we go to regularly, every one of them.

Mr. BIAGGI. Let me ask you a few other questions.
What about the size and the passenger capacity, ports that are

visited-you named a few-and the duration of the cruises?
Mr. ROBERTSON. The size of the vessels, in the vessel that we just

launched, it will be more luxurious in accommodations than the
Cunard Princess and the Cunard Countess. The staterooms are con-
siderably larger with more passenger amenities. From what I un-
derstand, there will be more square footage available to passengers.
The overall length of that particular ship is substantially smaller.
The ones we planned to enter into identical service with what Mr.
Lambert proposes will be nearly identical in size.

Mr. BIAGGI. How many passengers will they accommodate?
Mr. ROBERTSON. The ones we are currently planning are 600. I

think that is 600 in a low-density configuration. The same vessel,
by changing the density configuration, would go to 740. I do not
plan-I think that there is a huge, untapped market, and that is
not where my long-range planning ends.

Mr. BIAGGI. You told me it is a huge, untapped market. Would
there be enough of the market for both lines to function?
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Mr. ROBERTSON. Yes; there is sufficient market, but one would
not be able to compete effectively with the other. The capital cost
of Mr. Lambert's vessels, unless he is paying an unrealistically
high price for them, will make it an unfair, competitive act. This
bill is patently unfair in my judgment.

Mr. BIAGGI. Do you have any vessels operating now?
Mr. ROBERTSON. Yes.
Mr. BIAGGI. How many?
Mr. ROBERTSON. Three. All of them are underway today, as a

matter of fact.
Mr. BIAGGI. How many passengers do they carry? What does

each vessel carry when it goes underway?
Mr. ROBERTSON. The American Eagle carries 56.
Mr. BIAGGI. Fifty-six?
Mr. ROBERTSON. Fifty-six. The Independence carries 83. I am

sorry, 87. The America, which we launched last year, carries 91.
The new one, which we launched last week, carries 145. The one
we propose to start in September will carry 270.

Mr. BIAGGI. Those vessels will be using the same waterways as
Mr. Lambert's?

Mr. ROBERTSON. Identically so, yes.
Mr. BIAGGI. What is the duration of the cruises?
Mr. ROBERTSON. Our shortest cruises are 7 days, and our longest

are 21. Most of them are 7 or 10 days, although each year we are
scheduling more 14-day cruises, which travel the entire length of
the east coast or the major portion of the east coast in one cruise.

We just recently filed an application which was unprotested and
I believe now is marked for modified procedure for west coast au-
thority. We also have authority for the Great Lakes and the gulf
coast. We are planning to begin a Great Lakes operation in 1984
and a gulf coast operation in December of this year.

Mr. BIAGGI. Do you go to Puerto Rico?
Mr. ROBERTSON. No, we do not. We have been asked.
I have just a little bit more, if I may finish my statement.
Mr. BIAGGI. Sure.
Mr. ROBERTSON. It is my personal judgment that these two ves-

sels, the subject vessels of this legislation, have not been highly
successful vessels in the cruise industry. I think that is very possi-
bly either the reason or part of the reason why they are for sale.
Cunard Lines just recently, I believe, either contracted or consum-
mated the purchase of two other vessels. I do not know whether
these are to replace these vessels or not.

My experience in the industry is that the two Princess vessels-
the Cunard Princes and the Cunard Countess, excuse me-have
not been the most successful; in fact, something substantially less
than the most successful cruise vessels.

Mr. BIAGGI. Why is that?
Mr. ROBERTSON. I think they have not been received as well as

they could have been by passengers. I think, by comparison to
other vessels in the market, they do not have the-they have not
received the favorable passenger response that other vessels have.

Mr. BIAGGI. Why?
Mr. ROBERTSON. That is a very difficult question to answer. I

think that the arrangement of the accommodations section is not
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as suitable for the type of cruising that they do as some of the
newer vessels are. I think the density is higher than might be most
desirable, taking into consideration their construction arrange-
ment.

You have to ask, why is Cunard Lines selling them? Why are
they buying more vessels at the same time they are selling these?
You just cannot help but ask that question.

Mr. BIAGGI. That may seem rather obvious-to ask the question,
but how are you going to probe the corporate mentality? Who is to
say what that justification is? I do not know. I haven't the slightest
idea.

The person who should ask that question as to whether they are
getting a lemon or not is--

Mr. ROBERTSON. Well, is this the way we want to start American'
merchant marine passenger fleet, with those questions unan-
swered? It does not seem like-not when there are willing opera-
tors ready right now to invest in new American-built ships who
will not do it if this legislation is enacted.

Mr. BIAGGI. Except that we are talking about different classes of
vessels.

Mr. ROBERTSON. No, I am not. I am talking--
Mr. BIAGGI. 600 puts you more into the range.
Mr. ROBERTSON. The vessels would be similar in size. They would

be more commodious for passengers.
Mr. BIAGGI. I do not think that the argument that you offer con-

cerning the smaller vessels is as effective as the argument yqu
offer about the inhibiting effect this bill would have on the build-
ing"of the 600-passenger cruise ships.

Mr. ROBERTSON. Our biggest competitor right now is Holland
American Lines, unquestionably. They are our largest competitor.
Even though our itineraries are slightly different and our vessels
are much different, they are our competitors. They are our biggest
competitor.

Mr. BIAGGI. So you are doing well notwithstanding--
Mr. ROBERTSON. Yes; I think so, but this legislation is viewed by

me as a green-eyed monster, sure as can be. I think my feelings are
representative of other shipowners, other American shipowners,
and other people whom I am aware of who have the wherewithal
and are ready to go into this with substantial amounts of money.
The environment today is much different than it was just 24
months ago. The accelerated cost recovery system allows for the
writeoff which Mr. Hadley spoke of. That is a tremendous incen-
tive, an unbelievable incentive.

If I am forced to build these two vessels in Wartsila and operate
them in world service from the United States rather than the
coastwise service that I would prefer to operate them in, I will do it
through a foreign subsidiary under a foreign flag with a foreign
crew. That is the last thing that I want to do. I want to build them
in the United States, and I want to put American seamen on them.

Mr. BIAGGI. Mr. Dyson.
Mr. DYSON. Thank you, Mr. Chairman.
I wish you would enhance a point that you made.
First of all, I want to welcome you here, Mr. Robertson.
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Mr. Robertson's shipyard is in Salisbury, Md., in my congression-
al district.

In fact, maybe for the record I ought to ask this question first.
The mayor of Salisbury indicates to me that you put 200 people to
work in the last month or so.

Mr. ROBERTSON. We are in the middle now of a $4 million expan-
sion program at the shipyard, which when completed in January or
February will then put approximately 250 more people on the pay-
roll in Salisbury.

That facility, I might mention, is devoted primarily to the con-
struction of passenger ships. That is mostly what we build. We are
increasing the capability. Right now our capability is limited to 250
feet. We are increasing it to 400 feet.

Mr. DYSON. The two 600-passenger cruise ships that you talked
about building in your testimony, would that be built in Salisbury?

Mr. ROBERTSON. No; we would look to build those in a yard with
larger capabilities than what we will have even in the expanded
program at Salisbury.

Mr. DYSON. On a separate question, you said once-even more
than once-that you would not be able to compete with Mr. Lam-
bert if he were able to get his exemption for the two vessels from
the Cunard Lines. One of the reasons you indicated was that you
would both be going to the same ports on the east coast.

It is my impression, again from what you have said, that once
your ships are eventually built, they will be more luxurious. I
assume they will have much better standards?

Mr. ROBERTSON. The existing ones are also--
Mr. DYSON. Pardon?
Mr. ROBERTSON. I say the existing ones are also, I will maintain.
Mr. DYSON. That was the American Eagle, the Americana, and

the other one?
Mr. ROBERTSON. Particularly Savannah, the one we just

launched.
Mr. DYSON. Other than your fear, which I believe is genuine,

that this would be opening the floodgates, or has that potential,
even though the chairman indicated it would not happen while he
was chairman, of opening the whole Jones Act trade in such as
fashion, why couldn t you compete with them? I would like you to
explain that a little bit further. Again, you have a better ship. Is it
because of passenger numbers, that the Cunard vessels can accom-
modate 900, and you 600.

Mr. ROBERTSON. Yes. There are two major factors when you
evaluate the fiscal performance of a passenger ship. One is the cap-
ital cost of the vessel per passenger, and the other is broken down
into the daily per passenger cost of operation for what you call a
passenger day. The capital cost is a tremendous factor that goes
into that equation.

I do not know what Mr. Lambert is paying for the vessel, but I
know I could go out in the world market right now-in fact, in
closed session, or whatever, I will reveal the names of the ships.
There were two passenger ships offered to me last week, which I
will be glad to reveal to this committee, for $10 million apiece,
which are currently foreign-flag ships that are about the size of the
Cunard Countess arid the Cunard Princess.
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Mr. DYSON. So are you going to tell us you cannot build them for
that?

Mr. ROBERTSON. Nobody-Japan cannot build it for $10 million.
Nobody can.

Mr. DYSON. What happens in the reconstruction or the refitting,
of the Cunard ships?

Mr. ROBERTSON. American shipyards right now do a lot of repair
work on the foreign vessels that are in operation out of U.S. ports.
Jacksonville Shipyard, that does repair work on our vessels down
South, has launched a major program last year, expanded their fa-
cility in Florida, and also a very significant promotional campaign
to attract the foreign cruise ships to their shipyards, and they are
doing it.

Cunard Lines itself has had vessels drydocked in American
yards. The Queen Elizabeth was drydocked in Norfolk a few years
ago.

That repair work is already there. No shipowner is going to take
a ship from the United States, sail it to a foreign yard, lose all the
revenue for the dead-heading time there and back, and then put it
back in service in the United States. It has been demonstrated
dozens of times. They do the repair work right now in the United
States. That is not going to change, whether they are American-
flag or not. If they are sailing from U.S. ports, they are going to
have repair work in the United States.

Nothing is more expensive for a successful cruise operation than
dead-heading a ship empty. The loss in revenue comes right out of
the bottom line. Many of the fixed costs remain the same.

Mr. DYSON. Could you possibly, for this committee and for the
record, tell us exactly how many, in numbers, new jobs are going to
be created? We have heard a lot of numbers bandied about today
about the possibility new ships in the ocean cruise have, which I
understand from your testimony to be two potential vessels. There
was also a reference earlier by the gentleman from Texas about
some of the shipyards there.

Mr. ROBERTSON. Yes; I am familiar with those, by the way, and
they also are proposed to enter identical coastwise service, again, of
the same draft. One is 15 feet and one is 17 feet.

Mr. Briggs has said to me that he will probably abandon his pro-
gram if this legislation is passed, or else will be forced to seek simi-
lar legislation.

Mr. DYSON. If this legislation should pass, you are talking about
a lot of ships-I count now just four-that are not going to be
built?

Mr. ROBERTSON. There is another one that I know of specifically,
which makes five, which represents about $500 million in Ameri-
can--

Mr. DYSON. If the market is expanding so significantly--
Mr. ROBERTSON. Which it is.
Mr. DYSON [continuing]. For cruise ships, doesn't that sort of fly

in the face of discouraging ship construction Mr. Hadley indicated
that in foreign shipyards the cost is increasing there to build ships.
It seems that the business has to come to Chesapeake or the firm
in Texas, just to compete with it, if we can believe the chairman,
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and I do believe him, that we are not going to permit others to
come into the trade---

Mr. ROBERTSON. It is unfair.
Mr. DYSON [continuing]. Such as envisioned by this bill.
Mr. ROBERTSON. It is patently unfair. If you let Mr. Lambert

bring foreign-built hulls in, why won't you let me bring them in? I
should be included in the same legislation. I will buy those two
ships next week if you can tell me now that I can reflag them as
American flags. I do not want them, but I will, because then I
could compete with Mr. Lambert's foreign-built hulls.

Mr. BIAGGI. Will the gentleman yield?
Mr. DYSON. Yes.
Mr. BIAGGI. What I stated, Mr. Robertson, is that we appreciate

the sanctity of the Jones Act. We have strengthened it, not weak-
ened it. If you can make a case, demonstrate a need, and show a
satisfaction of a national interest, then I would suggest that you
proceed as a businessman and go through the same routine that
Mr. Lambert is going through.

However, just to say that you have an opportunity to buy two
vessels at $10 million and expect, ipso facto, that you are going to
get a waiver, that is nonsense. You are deluding yourself. -

Mr. ROBERTSON. I am only trying to inform the committee of
those factual circumstances which I have intimate knowledge of
and which may affect your decisionmaking process.

I think that those facts and the accurate representation of the
marketplace are of crucial importance for you to make your deci-
sion. In this hearing I am just making my record, I guess. I am
naive. This is the first time I have ever done one of these things.

Mr. BIAGGI. This is the first time you have ever testified?
Mr. ROBERTSON. Yes, it is. I don't like it very much, either.

[Laughter.]
Mr. BIAGGI. I will tell you, you are very helpful to the committee.

You are pointing out some very salient areas. You are testifying in
a professional fashion. You have the intimacy with the issue and
the industry.

Mr. DYSON. If the chairman will yield, I can attest to this gentle-
man's newness.

Mr. BIAGGI. A short timer.
Thank you for yielding to me.
Mr. DYSON. I talked to him yesterday on the telephone and he

indicated to me he was No. 7 on our list. He expected to only be
here a short time because he was informed by the subcommittee
staff that each witness would only take 10 minutes.

I told him, "Clearly, you have never been before this subcommit-
tee before." [Laughter.]

I think he has done a good job.
I would at some point like to have-for the record-an answer as

to why you would not be able to compete. If you could put that
down on paper, I think that would go in tune with what the chair-
man had indicated earlier about getting together with the staff.

You have been the first one to bring up that point in a substan-
tive way today. We would appreciate that.

Thank you for the time.
Mr. BIAGGI. Thank you.
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Mr. ROBERTSON. I didn't finish my statement. I guess that is all
right, though, isn't it?

Mr. BIAGGI. You can finish it. I am going to relinquish the chair
to Mr. Dyson for a few minutes.

One of the reasons why we sometimes go beyond 10 minutes with
a witness is because the issue is a sensitive one, and we know you
take a lot of time and effort to prepare the statements and make
the trip. Also, the more you talk, the more we learn.

There seems to be a preponderance of witnesses for the legisla-
tion. When we get someone who opposes it, we give them every op-
portunity to give us all the information they have and all the rea-
sons they have for their opposition.

Mr. ROBERTSON. I do not know what did it, but my name must
have gotten on some list sometime yesterday or the day before, be-
cause yesterday and the afternoon of the day before I got a virtual
avalanche of calls about this. Somewhere my name appeared on
something. I do not know what it was, but I think in the next few
days you will see a large groundswell of activity.

I think many shipowners and ship financers are somewhat simi-
lar to myself, in that they are reasonably independent, they are en-
trepreneurial by nature, and they do not talk about a lot of things
they plan on doing unless there is a reason to do so. Many of these
things which I have revealed here, I have not talked about before. I
think that now there is a reason to do so. Several others have come
forward in the past several days, and I think there will be more.
There is a lot of activity and a lot of interest in building American
ships in American yards. The shipyards are very anxious to do it,
and do it on a competitive basis.

Mr. BIAGGI. You may continue your statement. Mr. Dyson will
take over the chair.

Mr. ROBERTSON. Dudley Briggs, who wrote the letter that Con-
gressman Fields read to the committee this morning, I talked with
him last night and received a hand-delivered letter from him yes-
terday, or from his representative, asking that I reveal his opposi-
tion to this bill, also.

The two vessels that he proposes to build-one is 365 feet with 15
feet of draft, and the other one is 580 feet. He proposes to build
both of these in the United States as American-flag vessels and
employ American seamen on them. He also proposes to operate
them in coastwise trade and, from what I understand, in nearly
identical service to what the Cunard vessels propose to do, which
duplicates essentially what we are doing.

That really is the end of my yesterday's prepared and this morn-
ing's prepared remarks.

[Prepared statement follows:]

STATEMENT OF CHARLES A. ROBERTSON, MEMBER OF THE AMERICAN WATERWAYS
SHIPYARD CONFERENCE

Mr. Chairman, my name is Charles Robertson. I am president and owner of
Chesapeake Shipbuilding, Inc., in Maryland; Williams & Mancheater Shipyard in
Rhode Island; American Cruise Lines, Inc., in Connecticut; and several other compa-
nies in the marine transportation and technical field. Today, I am also representing
the American Waterways Shipyard Conference in addition to my companies.

The American Waterways Shipyard Conference, which is part of the American
Waterways Operators, Inc., is the national trade association for the smaller or
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second tier commercial shipyards. This segment of the shipbuilding and ship repair
industry is composed of just over 300 shipyards located throughout the Nation.
These shipyards serve the barge and towing industry, the offshore service and fish-
ing industries, and they also produce the ferry vessels and cruise ships for our Na-
tion's coastal and inland regions. If the proposed legislation H.R. 2883 is enacted,
allowing foreign built hulls to operate in domestic service, it would create a national
tragedy in an industry which is just beginning to blossom as a strong producer of
new American ships and as an employer of thousands of Americans.

My company, American Cruise Lines, is a U.S. corporation which presently oper-
ates three U.S.-flag passenger cruise ships in domestic coastwise service and has
done so for many years.

Two weeks ago, we launched a fourth vessel at our Salisbury shipyard. This vessel
is the largest coastal cruise ship built in the U.S. since before World War II. In addi-
tion, we are planning to build two 600-passenger cruise ships to operate from the
United States. We believe strongly these ships should be American built and fly the
American flag.

I am informed of the growth plans of other U.S. cruise operations for their Ameri-
can built, American flag fleets. Recently cruise ships of this size have been under
construction not only at our yard in Maryland, but also at Blount Marine in Rhode
Island; Jeffboat, Incorporated, in Indiana; Nichols Brothers in Washington; and Off-
shore Shipbuilding in Florida. The public demand for all types of' cruises from day
excursions to those lasting several weeks, and for larger cruise ships, has been grow-
ing at a phenomenal rate. The industry not only plans to expand the number of
vessels, but also to dramatically increase the size of these vessels.

If this industry is not stifled by admitting foreign built vessels to the coastwise
trade, many more jobs would be created in the United States, not only in the ship-
yards and their allied industries, but also aboard the vessels.

We recently selected five American shipyards to explore and begin negotiations
on construction of two large passenger cruise ships for domestic service similar in
size to the Cunard vessels. These five American shipyards-American Shipbuilding,
Bethlehem Steel, Bath Iron Works, Ingalls Shipbuilding, and Tacoma Shipbuild-
ing-all expressed great enthusiasm and willingness to build these ships. We re-
ceived no indication from any shipyard that they might be either unwilling or not
capable of constructing these vessels. On the contrary, they are anxious and aggres-
sive in their pursuit of this type of shipbuilding contract, further demonstrating the
U.S. capacity for building this type of vessel which would present a great opportuni-
ty to employ nationwide thousands of American workers. In the current economic
climate and the resulting unemployment, can we afford to throw away an opportu-
nity to put thousands of Americans back to work?

In addition to market demand and a shipbuilding capacity, the other factor which
makes this industry possible are the Cabotage laws, which prohibit foreign built ves-
sels from transporting passengers between ports or places in the United States (46
U.S.C. 289); The Vessel Documentation Act, section 111 and 112 which require that
a vessel must be built in the United States to be issued a coastwise license or a
Great Lakes license, and section 27 of the Merchant Marine Act of 1920. The basic
principle underlying Cabotage laws is to preserve domestic trade and the shipbuild-
ing indusry for the economic good of the country and for use as an adjunct to na-
tional security forces.

These laws are absolutely vital to the American shipbuilding industry. We can
point with pride at this segment of the shipbuilding industry, which is highly com-
petitive and with cost effective ships with the latest in technology snd safety fea-
tures. The Jones Act and related laws have insulated us from the predatory pricing
of foreign government subsidized shipyards, and they are preserving the shipbuild-
ing base and skills which we have found so essential in times of national emergency.

This segment of the American shipbuilding industry is just beginning to become
more competitive with foreign yards. The impact of this legislation would be devas-
tating if these exemptions are granted. In all fairness, other operators would have
to be granted similar exemptions, and I, for one, would be forced to immediately
request a similar exemption in order to remain competitive with these foreign hulls.
Ultimately, I would be forced to build my ships in foreign yards instead of American
against my wishes and my national pride.

This legislative body has before it an opportunity to underscore American resolve
to improve and utilize its shipbuilding capabilities and to once again become a
leader in this field. Most cruise passengers in the world are Americans and most
leave from American ports and in all, it is fair that American workers should build
and crew these ships. After all, it is American jobs we are talking about. Let there
be no mistake and no confusion, this is an anti-job bill.
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The American waterways shipyard conference and the American waterways oper-
ators strongly support the Jones Act and related laws prohibiting foreign-built ves-
sels from the U.S. coastwise trades, and therefore oppose H.R. 2883 which would
permit two foreign built vessels, the Cunard Princess and Cunard Countess, to oper-
ate in our coastwise passenger vessel trade.

On behalf of the American Waterways Shipyard Conference, I appreciate the op-
portunity to address the Subcommittee on Merchant Marine. Thank you for your
concern. I will be pleased to answer any questions.

Mr. DYSON [acting chairman]. I notice from listening to your pre-
pared remarks, you read most of them. However, as you know, I
think I indicated to you on the telephone yesterday that you can
submit the entire testimony for the record.

Mr. ROBERTSON. I am having trouble reading the end of it myself.
I will have it retyped.

Mr. DYSON. We do permit that. It is amazing, from this point
until we finally publish the record, sometimes what an amazing
difference there is, but you are welcome to do that.

Mr. ROBERTSON. Thank you.
Mr. DYSON. Does counsel wish to say something?
Mr. MULZON. No, I have nothing.
Mr. DYSON. Thank you.
I want to thank you very much for coming today.
I would like to just repeat again what the chairman said. I

thought you did a very good job for your first time.
Mr. ROBERTSON. Thank you.
Mr. DYSON. An excellent job. I am proud to have you here. You

are a full-time or part-time-I do not know which-constituent of
mine.

Mr. ROBERTSON. OK. Thank you.
Mr. DYSON. Our next witness is Mr. Peter J. Luciano, executive

director of the Transportation Institute.
Peter, I have just been advised by counsel that you are going to

be exactly 1 minute. I find that incredible but certainly welcomed.

STATEMENT OF PETER J. LUCIANO, EXECUTIVE DIRECTOR,
TRANSPORTATION INSTITUTE, WASHINGTON, D.C.

Mr. LUCIANO. Thank you very much, Mr. Chairman.
What I intended to do, with your permission, is to summarize my

prepared statement in one sentence. From there I would like to
proceed to address a few of the comments that have been made in
testimony earlier today.

Mr. DYSON. Was that the one sentence?
Mr. LUCIANO. No, I hope not.
Mr. DYSON. Yes, you can do that. You can make a request that

we put your prepared testimony in the record.
Mr. LUCIANO. Thank you very much, sir.
By way of summary of my prepared statement, the Transporta-

tion Institute very strongly supports this legislation inasmuch as
we believe it is good for the national defense, for the American
economy, for the balance of payments, and for a stronger American
flag merchant marine.

Given that, I would like to address some of the earlier comments
this morning, which deserve a little amplification.

First, I would like to say that Mr. Lambert's only fault, as I see
it, is that he has a good idea and he was the first one to get to it.
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When you get a proposition that makes sense, from a number of
different points of view, both from the point of view of private
sector business and from the point of view of the national interest,
all sorts of people come out of the woodwork saying, "That was just
what I intended to do 6 months down the road." However well in-
tentioned some of that may be, I think the fact remains that Mr.
Lambert had a good idea and he was the first one to it.

The most clear-cut and I think unambigous opposition to this
legislation has come from representatives or owners of inactive ves-
sels that were granted a waiver by this committee's action in 1979
in order to enter the coastwise trade of the United States.

I would like to remind this committee that the Transportation
Institute actively testified in support of the waiver for all five of
the vessels that were allowed into the coastwise trade at that time.
All five of those vessels have already received waivers, and opposi-
tion has come from people that received waivers themselves while
opposing this legislation today.

Since 1979, the owners of all of these vessels have had the bene-
fit of the protected trades. Although there are some extenuating
circumstances, as in the case of the SS United States, the economic
viability for the three that are not employed has yet to be demon-
strated, even after several years of exclusive domain over this
privilege. These ships are in the neighborhood of 30 years old. Two
of the ships have found a successful trade in the Hawaiian Islands
and Hawaii to west coast. In fact, the owners of the two ships that
have been successful, the owners of the two ships that have the
most to lose theoretically from the passage of this legislation, are
not opposing this bill.

I sincerely hope that all of the vessels that were granted a
waiver in 1979 will find a successful trade in the near future. They
are all useful defense assets, and, according to testimony that we
have heard today, there may be room for a great many such ships.

As Mr. Biaggi suggested this morning, however, there is a limit
to how long we can wait to rebuild the U.S.-flag passenger fleet.
Can we be sure that in another 4 years the financing that has not
been forthcoming for these vessels that remain inactive under the
1979 legislation will in fact materialize?

There is a major, new opportunity here available in the Cunard
ships, and we should take advantage of it. This committee is con-
templating a very narrow, a very limited waiver for a very special
class of vessel, subject to close congressional scrutiny, a waiver that
would address a major national security problem, and this bill de-
serves to be passed.

Thank you very much.
[Prepared statement follows:]

STATEMENT OF PETER J. LUCIANO, EXECUTIVE DIREcToR, TRANSPORTATION INSTITUTE

Mr. Chairman and members of the subcommittee, my name is Peter J. Luciano. I
am Executive Director of the Transportation Institute, a nonprofit research and
educational organization dedicated to the preservation and promotion of a strong
U.S. flag maritime capability. Our 174 member companies operate U.S.-flag vessels
in the Nation's foreign and domestic shipping trades including the inland water-
ways and Great Lakes.

The Transportation Institute would like to thank the subcommittee for this oppor-
tunity to express our views on H.R. 2883, legislation to permit the passenger vessels,
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Canard Princess and Cunard Countess, to be documented under the laws of the
United States and to operate in the coastwise passenger trade of the United States.
As this Subcommittee knows, the American-flag passenger fleet has virtually disap-
peared from the sea. With your help the first steps have already been taken to re-
store this important sector of the fleet. The reflagging of these additional vessels,
two of the newest and most modern ships in the world, would mark important fur-
ther progress in the revitalization of the U.S. merchant passenger vessel fleet.

It is a well-known fact that America is the center of the world's lucrative passen-
ger ship cruise industry. At the height of the cruise season, nearly a hundred pas-
senger vessels carry U.S. citizens from the United States to ports in the Caribbean
and other tropical areas. Ironically, over 95 percent of these vessels are foreign-
flagged and employ foreign nationals.

In recent years, a concerted effort has been launched to revitalize a nearly extinct
yet at one time dominant U.S.-flag passenger ship fleet. With the assistance of this
Subcommittee, the Independence and the Constitution are presently sailing under
the American-flag and plying the waters around the Hawaiian Islands. Last year
Congress passed legislation to permit a tax deduction for convention expenses held
on U.S.-flag cruise ships affording the U.S.-flag ship operator an opportunity to com-
pete for the considerable American convention business. Without question, these
past initiatives have had a marked impact on the U.S.-flag passenger ship industry.
Nonetheless, it is critically important that we continue these efforts to rebuild the
fleet.

By law, foreign-flag vessels are prohibited from engaging in the coastwise trade of
the United States. Presently, there are no major U.S.-flag cruise vessels calling at

o rts in the continental United States. Enactment of H.R. 2883 would fill this void.
he Transportation Institute believes that if offered a choice, Americans would

prefer to book a cruise on a U.S.-flag vessel crewed by fellow U.S. citizens.
It is. not often that an opportunity arises to rejuvenate a critical national re-

source, such as the American-flag passenger ship industry, all at no cost to the fed-
eral government. During these troubled economic times, the U.S. cannot afford to
stand idly by and watch millions of American tourist dollars flow directly into the
hands of foreign cruise operators and workers who pay no United States income
taxes on their profits and wages. A return of the U.S.-flag passenger ship fleet
would not only strengthen the U.S. merchant marine, but would benefit the Ameri-
can economy and improve the U.S. balance of payments of keeping tourist dollars in
the United States.

Passage of H.R. 2883 would provide hundreds of jobs in the U.S. seafaring and
related maritime industries. This increased employment would carry over to the
U.S. shipbuilding industry as well. In up-front costs alone, each vessel will have to
undergo several million dollars worth of repair work in order to meet U.S. Coast
Guard standards. In addition, by law, all future maintenance and repair work would
be completed in American shipyards. H.R. 2883 also would benefit the United States
government by generating increased revenue to the federal treasury through taxes
on personal and domestic corporate income.

In addition to the obvious benefits to the U.S. merchant marine, H.R. 2883 would
greatly enhance the Nation's defense posture. The United States commercial mer-
chant fleet has long been recognized as a vital national asset. It is well known that
the U.S. merchant marine serves as an auxiliary to the U.S. Naval forces in time of
war or national emergency. In recent years, the U.S. military has been putting in-
creased emphasis on the role of sealift in strategic mobility while at the same time
the number of ships capable of performing this role is declining. The Cunard Prin-
cess and Cunard Countess would help fulfill these military needs. In time of war or
national emergency these vessels could easily be adapted for use as either military
transport carriers or hospital ships.

One need only look to the Falkland Islands crisis to appreciate the military value
of a strong privately owned U.S.-flag passenger fleet. Three of Britain's most valua-
ble assets were the British-flag passenger ships Canberra, Queen Elizabeth II and
the Uganda. These vessels provided Great Britain with the vital troop carrying and
medical capabilities necessary to successfully accomplish their military objectives.

In conclusion the Transportation Institute would like to express our appreciation
again for the Subcommit.tee's recent efforts to reinvigorate the American-flag pas-
senger fleet. It has alwayt, been our position that a successful U.S.-flag cruise indus-
try could be redeveloped in this country, and today we have a unique opportunity to
insure the realization of that goal. The Transportation Institute respectfully urges
your support and favorable disposition of H.R. 2883.

Thank you.
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Mr. DYSON. I do have a question for you.
The five ships you made reference to, when the legislative

change was recommended in 1979, I believe you said that the
Transportation Institute did endorse that.

Mr. LUCIANO. Yes.
Mr. DYSON. With the change in the law, the accelerated depreci-

ation and the other changes that, for instance, Mr. Robertson and
some of the others have mentioned, does that make the three re-
maining ships and that one you made reference to-does that make
them more viable?

Mr. LUCIANO. I would expect so. As I understood the testimony I
heard this morning, I believe from Mr. Hadley, that and other leg-
islation such as the convention deduction that was passed, the de-
preciation, and so forth, have, if anything, enhanced the economic
viability of that market. As I say, I am hopeful that all of those
ships will find profitable employment, and that in fact seems to be
a common and consistent thread running through the testimony
today that that market is large and growing.

I would hope that there is room not only for those five that were
permitted initially, two of which are operating today, as you know,
but also for these Cunard ships and a great many others in the
future.

The way I see the Cunard vessels is in a way as an experimental
proposition. It is a situation where the Congress is considering al-
lowing two ships in-a very narrow and limited waiver, not a blan-
ket waiver or open season on the domestic trade, but on a limited
basis which will go a great way to test the economic viability of
this market.

As Mr. Lambert has pointed out, it is not one that competes with
other existing vessels. In fact, as he contemplates and described it
to this committee, some of the smaller vessels-the ones Mr. Rob-
ertson alluded to as being already in service-are planned as
feeder vessels and complementary to the new service. In fact, the
level of advertising and the economies of scale that are possible
with two vessels of the Cunard capacity, all serve to develop a
market for many other smaller vessels which do not have that kind
of' advertising potential and capability and resources. They can
enjoy the secondary benefits that the Cunard ships bring to the
trade. Therefore, it is a market which grows for the entire fleet
spectrum, not just the one narrowly focused on those two admitted
vessels.

Mr. DYSON. Thank you very much.
Since there is a belief around here that witnesses only take 10

minutes, we will let you go. Then at least Mr. Robertson can go
back to Salisbury and say that there are some witnesses who only
take 10 minutes.

Thank you very much.
Mr. LUCIANO. Thank you very much.
Mr. DYSON. Mr. Raymond J. O'Donnell, the executive vice presi-

dent and assistant to the chairman, the American Society of Travel
Agents.
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STATEMENT OF RAYMOND J. O'DONNELL, EXECUTIVE VICE
PRESIDENT AND ASSISTANT TO THE CHAIRMAN, AMERICAN SO-
CIETY OF TRAVEL AGENTS
Mr. O'DONNELL. Thank you, Mr. Chairman.
I am Raymond J. O'Donnell, executive vice president and assist-

ant to the chairman of the American Society of Travel Agents, also
known by the acronym ASTA. ASTA represents more than 10,000
American travel agents, and its primary goal as a trade association
is to protect the traveling public against fraud, misrepresentation,
and unethical practices in the travel industry.

Mr. Chairman, rather than test the Chair's patience by repeating
what has been said so many times here today, I understand that
my prepared testimony has been filed with the staff. I request that
it be entered into the record.

Mr. DYSON. That will be granted.
Mr. O'DONNELL. I will summarize that testimony--
Mr. DYSON. That would be encouraged.
Mr. O'DONNELL. I will summarize my filed testimony by stating

that the travel agents which ASTA represents are dedicated to the
building of an American flag passenger fleet, and we think that
H.R. 2883 is one way of achieving this goal. We strongly urge the
subcommittee to support it.

Thank you very much.
[Prepared statement follows:]

STATEMENT OF RAYMOND J. O'DONNELL, EXECUTIVE VICE PRESIDENT AND ASSISTANT
TO THE CHAIRMAN, AMERICAN SOCIETY OF TRAVEL AGENTS

Mr. Chairman, and Distinguished Members of the Subcommittee on Merchant
Marine, I am pleased and honored to appear before you today, My name is Ray-
mond J. O'Donnell. and I am Executive Vice President and Assistant to the Chair-
man of the American Society of Travel Agents (ASTA). ASTA represents more than
10,000 American travel agents and its primary goal as a trade association is to pro-
tect the travelling public against fraud, misrepresentation and unethical practices
in the travel industry.

Travel agents have been in a unique position in watching the ebb and flow of the
passenger steamship industry. We were there in the beginning, when American
lines brought new technology, luxury, and a sense of competition to the trans-Atlan-
tic passenger trade, We watched it grow into a massive transportation industry, The
acronym ASTA once stood for "The American Steamship and Tourist Association."
We looked on with sadness when the great American lines were scrapped, or burned
or mothballed because America could no longer compete with the low wage scales
and construction costs of foreign companies.

We were ecstatic, however, at the phenomenal growth of the cruise industry be-
ginning in the mid-1970's. This marked not only a new source of revenue for travel
agents, but a welcome boost for our dying ports and a suitable redeployment for all
those great liners which might have ended up as razor blades.

Today 91 vessels of more than 100 passenger capacity are based in North America
for the purpose of cruising. Not counting the Delta Line ships which are cargo/pas-
senger vessels, only four are U.S. flag, and two of them are river boats. Where does
this leave the United States during a national emergency? What would we do if we
needed vessels for troop transport to areas where airlift would be impossible? The
United Kingdom during the Falklands Crisis had swift recourse. We have only two
operational civilian vessels now in Hawaii which were reflagged to U.S. registry
thanks to the wisdom of Congress.

H.R. 2883, introduced by Representative E. Clay Shaw, Jr., of Florida recognizes
that this situation is intolerable. It also recognizes the fact that economic reality
has outmoded some of our protectionist maritime laws. For example, many desirable
American ports have been overlooked by foreign flag lines because they cannot
debark passengers at a different port than the one at which they embarked. This
law, and its interpretation by Customs, practically created the Port of Vancouver,

25-905 0 - 84 - 9
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British Columbia, as a departure point for Alaska cruises when they may have pre-
ferred to use Seattle

Cruise America, the Company which is anxious to purchase the MV Cunard Prin-
cess and the MV Cunard Countess, plans to deploy these vessels in the coastwise
passenger trade. This will give Americans the opportunity to enjoy all the amenities
of a cruise ship-an American cruise ship-while visiting ports like Savannah, Bal-
timore, Newport News, Bar Harbor, Seattle, and San Diego among many others
which have not benefitted from regular calls of passenger ships for some time. This
should be welcome news to longshoremen, purveyors, taxi drivers, merchants, and
tourism authorities. It is certainly welcome news to travel agents, who would be
proud to present competitive American products to their clients.

Cruise America is not asking for any special treatment except for the permission
to reregister the vessel in the United States. We are certain that they have exam-
ined the possibility of building in America and have determined that it would prove
too costly. It should be noted that many nations' passenger fleets are constructed
abroad. Norway's fleet is built primarily in Finland. Holland America is now build-
ing in France, as did a Danish Company with Bahamas registry. Even the British
company, Princess Cruises, will build a vessel in Finland-it will be registered in
the United Kingdom.

The travel agents which ASTA repres.-its are dedicated to the rebuilding of an
American flag passenger fleet. We think that H.R. 2883 is one way of achieving this
goal, and we urge you to support it.

Mr. Chairman, I thank you for this opportunity to testify before you today.

Mr. DYSON. I am very impressed.
I do have a question, though.
In your estimation, how many vessels would be necessary to

meet the current and growing demand for coastwise cruise service?
What is the market potential? I do not think I need to explain that
any more. You certainly heard that mentioned quite a bit from all
the witnesses.

Mr. O'DONNELL. I would not dare make an estimate, but, based
on a survey by one of the industry experts, Lou Harris, 3 percent of
the American population as of 3 years ago had taken a cruise of
some type. Of a telephone pulse survey with a base of about 15,000
or 20,000 people, 61 percent of those surveyed indicated that they
did want to take a cruise.

The cruise market is one of the fastest growing travel markets
today and a source of increasing income to the small businessman
travel agent.

Travel agents, just for your information, write about 92 percent
of the cruise business. By "write," I mean issue tickets for it, sell
it, derive income from that source. Therefore, it is a growing source
of revenue.

Mr. DYSON. Thank you very much. I appreciate your coming and
waiting so long today.

The next witness is Mr. Frank Braynard, who is chairman of the
OP Ship Ltd.

I understand you are quite an accomplished author, and you
have in fact written a number of books on the merchant marine.

STATEMENT OF FRANK 0. BRAYNARD, CHAIRMAN, OP SHIP LTD.,
SEA CLIFF, N.Y.

Mr. BRAYNARD. I have written 20 and have 5 more on the way.
Mr. DYSON. You are incredible.
Mr. BRAYNARD. I have spent my entire life in shipping, and I am

overjoyed and absolutely astounded to hear the testimony today. It
is almost an embarrassment of riches, and I hardly know which
way to go.
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I do, however, endorse H.R. 2883 from the standpoint of history
and from the standpoint of the future. I realize it has serious impli-
cations. I had no idea that American Cruise Lines was planning
two such large vessels, and I am overjoyed at what Mr. Robertson
has said. I had no idea about the Contessa Line, either.

I do know as a fact that the cruise business is one of the very few
businesses in America that is booming tremendously. I think we
had better be honest here and optimistic. Whereas nearly 2 million
people are leaving American ports on ships each year today, it is
doubling every 3 or 4 years, it is perfectly possible by 1990 to have
12 million people leaving American ports on ships. Ships are
coming back. Cruise liners are coming back. More people sail on
ships today than ever did before in the peak of the Atlantic period,
and the public has no awareness of that. Therefore, I think there is
very good reason to be optimistic.

I pray that there will be room for the American initiative that
has been shown here to continue.

I think of one other special reason, and I will summarize it
quickly. I believe that tourism is our greatest export. We have no
other export that is equaling the potential of tourism in America
today.

To fulfill this potential, tremendous export, to balance our trade
once again, we must have dozens more little liners like the
Independence and the Savannah, dozens-hundreds, in fact; many
more Delta Queens, many more Mississippi Queens. It is a crime to
see the Hudson completely devoid of ships today, and the same
with many other wonderful rivers.

We have a tremendous and wonderful country, and we can easily
support 10 times as many ships as we have in service now.

I am delighted to see what Mr. Lambert, father and son, have
done. I think their initiative deserves encouragement. I am sure
that this will be a very special act, not a precedent.

Thank you very much.
[Prepared statement of Frank 0. Braynard follows:]

PREPARED STATEMENT OF FRANK BRAYNARD, CHAIRMAN, OP SHIP LIMITED

It is a pleasue to endorse H.R. 2883. I do so with a sense both of history and of the
future.

Historically I remember a similar occasion when legislation was needed and
Sssed to permit two fine British passenger ships to come under the American flag.
hey were the City of Paris and the City of New York, built by Inman Line for the

world's premier passenger ship route. They were outstanding ships and their acqui-
sition by American interests was of no little importance not only to our Merchant
Marine but to the nation. They became the Philadelphia and the New York of the
American Line, predecessor of today's United States Lines. They saw heroic service
in both the Spanish American War and the first World War, not to mention their
yeoman work as American flag passenger liners on the North Atlantic.

Historically there is precedence for H.R. 2883.
As to the future, I believe there is great need for more liners under our flag! Until

this committee passed legislation two years ago to permit the United States and the
Independence to operate coastwise under the American flag, there was a period
when we had no ocean liners flying the Stars and Stripes, none at all! Now there
are two-the Independence and the Constitution. I am not counting the lovely pas-
senger-cargo ships of the Delta Line, as they are chiefly cargo vessels despite their
wonderful accommodation for a fortunate 90 or so passengers. The return of the
United States to active service will soon be announced by U.S. Cruises, I under-
stand, and will add a third major vessel to our once depleted liner fleet. Every indi-
cation is that she will be rebuilt as the world's finest cruise liner.
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The transfer to American colors of the Cunard Countess and her sister the
Cunard Princess is a splendid step in the right direction. It is being done properly
and in my opinion this legislation in no way weakens the Jones Act. If anything it
strengthens it.

More liners are needed under the American flag for defense purposes, but I am
even more interested in the importance of new American flag cruise ships to our
national economy. Unless our economy gets back into shape, we will not be able to
defend ourselves against any aggressor. Our economy needs a balance of trade. We
must have more exports. Tourism can be our greatest export. We have got to have
passenger liners to have more tourism. Our coastlines are empty of passengers
liners. Our rivers, except for the Mississippi, are largely unused. We could support a
whole fleet of large and small river and coastal passenger vessels. We alone of all
great nations do not use our waterways. The Soviets have 80 superb passenger
liners on the Volga. They dominate the Danube as well. The Germans fill the Rhine
with three-deck luxury liners. The Japanese have "sun-burst" painted liners swarm-
ing over their Inland Sea. The Baltic is home to 50 little and big passenger liners
some as large as 24,000 gross tons. The Mediterranean plays host to dozens of lines
of Greek, French and other flags.

Why have we abandoned our birthright? Why no passenger ships in our Mediter-
ranean-the Gulf of Mexico? Why no liners in the lovely Hudson?

We have priced ourselves out of many overseas markets like steel, radios, TV sets,
autos . . . we cannot look to these areas for more exports. But every foreign tourist
who comes to America is in effect helping us get a favorable balance of trade. Tour-
ism from abroad can be the industry that puts us back on a positive trade balance.
The availability of ships under the American flag on our coastal services, on the
Great Lakes and on our rivers can be the decisive factor that turns our economy
around.

Mr. DYSON. I want to thank you for being here today.
I called it OP Ship Ltd. I understand this was-would you ex-

plain that?
Mr. BRAYNARD. I ran OP Sail during the bicentennial.
Mr. DYSON. That is what I have been informed.
Mr. BRAYNARD. It was such a successful thing that we copied it

in my company and we called the company OP Ship, meaning any-
thing about ships for anybody interested in ships. We are trying to
run an event in New Orleans for next year.

Mr. DYSON. That would be for the World's Fair?
Mr. BRAYNARD. Right, and we hope to have a very large parade,

even bigger than OP Sail.
Mr. DYSON. It should be very impressive Let's hope that the

water will stay at a reasonable level there.
Mr. BRAYNARD. Thank you.
Mr. DYSON. Thank you for testifying today.
I have just been informed for those in the audience that a second

hearing on this bill is going to be held on June 22, and the purpose
of that will be to accommodate a witness, which I am informed
means one, who could not appear today. If anyone is interested, I
assume the record will be held open until then.

I want to thank all of you for coming and lasting through these
eight 10-minute witnesses. Thank you.

[Whereupon, at 2:55 p.m., the subcommittee recessed, to recon-
vene June 22, 1983.]



REVITALIZATION OF THE DOMESTIC CRUISE
INDUSTRY

THURSDAY, JUNE 23, 1983

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON MERCHANT MARINE,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C

The subcommittee met, pursuant to recess, at 10:25 a.m., in room
2118, Rayburn House Office Building, Hon. Mario Biaggi (chairman
of the subcommittee) presiding.

Present: Representatives Biaggi, Foglietta, Hertel, Tallon, Hub-
bard, Dyson, Davis, and Fields.

Staff present: Ricardo A. Ratti, Cynthia M. Wilkinson, Ann
Mueller, Gerry Seifert, Peggy Stewart, Steve Little, Kip Robinson,
and Gwen Lockhart.

Mr. BIAGGI. The meeting is called to order.
This is the second day of hearings on H.R. 2883, a bill that would

allow the Cunard Princess and the Cunard Countess to be docu-
mented as vessels of the United States and to enter the coastwise
trade.

This hearing was called especially to allow two prominent repre-
sentatives of the maritime community who were unable to attend
the first hearing to testify. In addition, at the June 15 hearing the
subcommittee learned that a company in Houston, Tex., has plans
to begin building an ocean liner within the year. In order to more
fully explore this information, we have asked the president of the
company to appear today to provide the subcommittee with addi-
tional facts about those plans.

Several important points were made at the first hearing about
the passenger cruise industry in the United States: First, no luxury
cruise ship of the size of the Cunard vessels has been built in the
United States since the 1950's. Second, Americans must resort
chiefly to foreign-flag vessels if they wish to take an ocean cruise.
Third, the cruise trade has experienced steady growth over the
past two decades, at a time when the U.S.-passenger fleet has
almost dwindled to nothing.

These factors are very important in considering the need for
H.R. 2883. This hearing should shed additional light on the state of
the U.S. passenger cruise industry and the desirability of this legis-
lation.

At this point I ask unanimous consent that the following be
placed in the hearing record: a memorandum from Cruise America
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Line dated June 21, 1983; a letter from the Port of Portland; and a
statement from Bethlehem Steel Corp.[Material follows:]

CRUISE AMERICA LINE, INC.,
Fort Lauderdale, Fla., June 21, 1983.

Memorandum to: Hon. Mario Biaggi.
From: Cruise America Line, Inc.
Subject: Supplemental Information for the Record on H.R. 2883.

This memorandum responds to certain requests for supplemental information
made at the hearing on H.R. 2883 on June 15, 1983.

A. NEW SHIP CONSTRUC". IJ

In response to the Committee's request for additional information regarding new
ship construction, we see no basis for the optimism shared by certain witnesses that
there is a boom in the sector of the ship construction industry capable of construct-
ing vessels such as the Countess and Princess. The statement submitted by Todd
Shipyards Corporation in support of H.R. 2883 is evidence of the state of domestic
shipyard capability for large passenger cruise ships in the foreseeable future. In ad-
dition, Cruise America fully explored the viability of constructing new deep-sea pas-
senger tonnage and received estimates of $250 million and $400 million from two
major U.S. shipyards. Even with accelerated recovery of costs, the requisite annual
debt service on such construction would range from $38,275,000 to $68,408,000.
These prohibitively high costs for the construction of new deep-sea passenger vessels
illustrate the diseconomies of building new vessels in American shipyards.

B. COMPETITION

A recurring issue at the hearing was the question of competition in the American
cruise market. We would like to clarify confusion arising from several statements
made at the hearing by Mr. Charles Robertson of American Cruise Lines, Inc. Mr.
Robertson stated that the Countess and Princess would be serving the same itinerar-
ies that his American Cruise Lines, Inc. is presently serving. Although the Countess
and Princess intend to visit some of the same ports-of-call, they will be traveling
along deep sea routes. In contrast, American Cruise Lines, as illustrated in the ac-
companying brochure, offers cruises along the inland waterway and Atlantic coast-
line. In fact, the three American Cruise Line vessels are restricted by the U.S. Coast
Guard from operating in excess of twenty miles to sea or twenty miles from a
harbor of safe refuge.

Mr. Robertson also stated at the hearing that his greatest competitor at this time
is Holland America Cruises. As illustrated in the accompanying brochure, the cruise
schedules offered by Holland America are on completely different routes than those
taken by American Cruise Lines. Holland America offers cruises to the Caribbean,
Bermuda, Trans Canal, Alaska and Mexico. In other words, Holland America does
not directly compete with American Cruise Lines, which opposes any cruise compet-
itor, foreign or domestic, large or small.

Moreover, we believe that it is important to recall that Mr. Robertson also stated
during his appearance before the Subcommittee that public demand has been grow-
ing at a phenomenal rate and that the market is large enough to support additional
competition. As indicated during the course of our appearance before the Subcom-
mittee, Cruise America holds these same beliefs. Unfortunately, Mr. Robertson's
belief in free and open competition in an untapped market has not been reflected in
his actions and statements in other arenas.

In this regard, Cruise America believes it is significant that Mr. Robertson has
opposed the two most recent applications filed at the Interstate Commerce Commis-
sion for authorization to provide cruise services along the Atlantic Coast and Gulf of
Mexico Coast.' Mr. Robertson's companies opposed operations by those other cruise
companies even though he acknowledged before this Subcommittee that there was
no substantial competition for his companies on such routes. Indeed, in pleadings
filed with the I.C.C., the companies owned by Mr. Robertson alleged that rival
cruise companies should not be allowed to compete with his companies because
there was insufficient demand for such cruise services, a position which directly con-
tradicts his testimony before the Subcommittee. Cruise America believes that the
inconsistent statements made by Mr. Robertson merely underscore that his real con-

Interstate Commerce Commission, Docket Nos. W-1360 and W-1346.
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cern is not with the revitalization of the American cruise industry; rather, his con-
cern is to limit competition for the benefit of his own companies.

Fortunately, in the two I.C.C. proceedings where Mr. Robertson voiced his opposi-
tion to increased competition, the agency rejected his arguments in favor of allow-
ing more competition in the cruise market. Had Mr. Robertson been successful in
his opposition, the cruise companies filing with the I.C.C. would not have been per-
mitted to operate in interstate commerce and the economic benefits resulting from
such new entrants into the market would have been lost. Thus, while Mr. Robertson
speaks in favor of more jobs for Americans, his actions make clear that in practice
his companies follow a different course. In his testimony, Mr. Robertson described
H.R. 2883 as "anti-job" legislation. This legislation in fact creates jobs since there
will be three permanent crews of 350 for the two ships, for a total of 1050 jobs for
the merchant marine, in addition to numerous shoreside jobs in the cruise service
and related industries.

Cruise America believes that the opposition of Mr. Robertson to H.R. 2883 reflects
a continuation of his desire to frustrate competition in the cruise industry at the
expense of the American economy. Although this may have been his first appear-
ance before a Congressional subcommittee, he has offered sworn statements in other
forums for the purpose of maintaining his monopoly in the Atlantic Coast cruise
market.

Furthermore, the vessels operated by American Cruise Lines, Inc. are in an en-
tirely different class from the Countess and Princess and offer very different accom-
modations and service amenities. In order to properly assess the potential competi-
tion between the two lines, a comparison between vessels should be made. In this
regard, a table illustrating the differences between the Princess and Countess and
the three vessels operated by American Cruise Lines, Inc. along the Atlantic coast-
line is attached hereto as Appendix A.

C. ADDITIONAL, INFORMATION

At the hearing, Subcommittee counsel requested Cruise America Lines, Inc. to
state for the record whether it intended to attract convention business on its vessels.
At this time, Cruise America is interested in the growing cruise convention market
and anticipates that it will offer cruise to groups holding conventions.

As a final matter, it was suggested at the hearing by witness James L. Kurtz that
Cruise America would pursue the West Coast to lawaii cruise route. Cruise Amer-
ica would like to make clear for the record that it has no present intention to offer
cruises on the Princess and Countess in the West Coast to Hawaii market.

APPENDIX A.-VESSEL COMPARISONS

Cruise America Line

Countess Princess

Gross registered tonnage
(G.T.).

Maximum passenger capacity ......
Crew capacity ...............
Year built ...................
Length ...................
B ea m ...........................................
Draft .....................
Staterooms ..................
Lower berhs ...........................
Upper berths .................
Speed (knots) ...................
U.S.C.G. class .....................
SO LA S ........................... ............
Load line certificate .....................
Lloyd's register of shipping

class.
Trading restrictions ......................
Life boats ...........................
Sw imming pool ............................
M ovie theater ..............................
Night club ....................................

American Cruise Line

American Eagle Independence America

17,586 ................ 17,586 .............. . 80.76 ................ 98 .. . . . . . . . 98.

998 .................. 998 ......................
3 5 0 2 .. . . . . . 3 5 0 2 ........... ......
19 6 .................. 1977 ...............
536 ft. 7 in .......... 536 ft. 7 in ..........
74 f, 10 in ......... 74 ft. 10 in .........
18 ft ............... . 18 ft .....................
420 ....................... 420 .......................
830 ....... 830..............
168 ....................... 168 .......................
2 1 ......................... 2 1 .... ...... ............
Subchapter H ........ Subchapter H ........
Yes ....................... Yes .......................
Yes ....................... Yes .......................
100 Al/LMC ........ 100 A l/LMS .........

Unlim ited .............. Unlim ited ..............
I? ......................... 12 ...............
Yes ....................... Yes .......................
Yes ....................... Yes .......................
Yes ....................... Yes .......................

56 ' ........81.......
14 1 ........ 17 3. ....................
19 7 5 ........... ........ 19 76 .....................
14 1 ft .................. 16 9 ft . ... ........... .
29 ft ............... . . 3 7 ft ....................
7 ft. 6 in .............. 7 ft ................. ....
2 8 ......................... 4 3 ...............
54 ......................... 8 1 ...............
0 .......................... 3 ... . . . ..........
10 ..... .........10 ..............
Subchapter T ........ Subchapter T .......
N o ......................... N o ........... ..
No ... ......... No ..............
N o ......................... N o ..............

20 m iles ............... 20 m iles ...............
None ..................... N one .....................
None ..................... None .....................
None ..................... None .....................
None ..................... None .....................

91.'
17.:4
1982.
169 ft.
37 ft.
7 ft.
50.
89.
0.
10.
Subchapter T.
No.
No.
No.

20 miles.
None.
None.
None.
None.
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APPENDIX A.-VESSEL COMPARISONS-Continued

Cruise Anwca Lie Amercan Crouise Line

Countess Prncess Amerin Eagle Indepeeleec America

Hospital ....................................... Yes ....................... Yes ....................... None .................... None ..................... None.
B ars ............................................. 4 .......................... 4 ........................... None ..................... N one ..................... None.
Hair sal .................................... Yes ....................... Yes ....................... None ..................... None ..................... None.

S Elevators ...................................... Yes ....................... Yes ....................... None ..................... Non e ..................... None.
Shops .......... .............................. Yes ....................... Yes ....................... None ..................... None ..................... None.
Gymnasium ........... Yes ........ Yes ....... None ............ None ..................... None.
Sauna ............. Yes ........ Yes ....... None ............. None ..................... None.
Whirlpool/Jacuzzi ......................... Yes ........ None....... None ....... None ....... None.
In-cabin telephone ....... Yes........ Yes ....... None ............ Nurie ..................... None.
Paddle tennis court ...................... Yes ....................... Yes ....................... None ..................... None ..................... Non e.
Putting green ............................... Yes ....................... Yes ...................... None ............... . None ..................... None.
Photo studio .......... Yes........ Yes ....... None ............ None ..................... None.
Radio station .......... Yes........ Yes ....... None ............. None ..................... None.
Valet/laundry .............................. Yes ....................... Yes ....................... None ..................... None ....... . . . . None,
Closed circuit TV .......................... Yes ....................... Yes ....................... None ..................... None ..................... None.
Outdoor cafe .......... Yes........ Yes ....... None ............. None ..................... None.
Sat Nay .................. .................. Yes ....................... Yes ..................... . None ..................... None ..................... None.
Sat Corn ....................................... Yes ....................... Yes ....................... None ..................... None ..................... None,
Dining room capacity .................. 492 ....................... 492 ....................... 54 .... . . . . 82 ......................... 88.
Bulbous bow ................................ Yes ....................... Yes ....................... None .............. . . None ..................... None.
2 com apartment ship .................... Yes ....................... Yes. ... . . . No ......................... No ......................... No.
Total shaft horsepower ................ 21,000 .................. 21,000 .................. 870 ....... (?) ....... (?).

f Figures given at hearing by Mr. Robertson.
In addionthere will be a third crew of 350 rotating between vessels.
Source is Protest of American Cruise Lines, Inc., Interstate Commerce Commission, docket No. W-1360.

PORT OF PORTLAND,
Portland, Oreg., June 21, 198S.

Hon. MARIO BIAGGI,
Chairman, House Subcommittee on Merchant Marine, Rayburn House Office Build-

ing, Washington, D.C.
DEAR CHAIRMAN BIAGGI: This is to express the Port of Portland's support of pas-

sage of H.R. 2883, to permit the Cunard Princess and the Cunard Countess to
engage in the coastwise passenger trade.

We feel this legislation offers the clear potential to attract a portion of tourism
dollars, U.S. and foreign, to be spent on U.S. flag passenger vessels, as well as offer-
ing the potential for expanded service to Northwest ports.

Also, given the decline of ship repair opportunities for West Coast ship repair
facilities, passage of this legislation also offers the prospect for additional ship
repair work and jobs at Northwest ports.

We do, therefore, urge support and passage of this legislation.
LLOYD ANDERSON, Executive Director.

STATEMENT BY D. H. KLINGES, VICE PRESIDENT, MARINE CONSTRUCTION GROUP,
BETHLEHEM STEEL CORP.

The Bethlehem Steel Corporation is unalterably opposed to any legislative effort
to reflag the foreign-built Cunard Princess and Cunard Countess and to subsequent-
ly permit those ships to engage in U.S. coastwise passenger trades.

To reflag these foreign-built vessels would be to prostitute the principles of the
Jones Act which have been reaffirmed many times over, and which presently consti-
tute the backbone of the weakened U.S. Merchant Marine.

It is pointed out that even this Administration, which appears bent on the de-
struction or a major diminution of our current Merchant Fleet has supported the
Jones Act on at least three occasions this past year. In addition, the national secu-
rity rationale upon which the Jones Act is founded has constantly and consistently
received bipartisan support from Congress.

Not only does the Cunard Princess and Cunard Countess proposal not meet the
national security test of the Jones Act, but enactment would frustrate projects cur-
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rently underway to construct and reconstruct U.S. flag cruise ships in U.S. ship-
yards. Bethlehem is actively involved in several such projects and it would be total-
ly counterproductive to kill such job creating initiatives with their attendant bene-
fits to the U.S. economy. Venture capital is demonstrably available, and these proj-
ects designed to reinstitute a vigorous U.S. cruise ship industry should be nourished
not poisoned.

Mr. BIAGGI. Do any other members have any opening state-
ments?

[No response.]
Mr. BIAGGI. There being none, the first panel consists of Talmage

Simpkins, executive director of the National Maritime Union,
AFL-CIO; and Capt. Lloyd M. Martin, secretary-treasurer of Inter-
national Organization of Masters, Mates & Pilots.

STATEMENT OF TALMAGE E. SIMPKINS, EXECUTIVE DIRECTOR,
AFL-CIO MARITIME COMMITTEE, REPRESENTING THE NATION-
AL MARITIME UNION OF AMERICA
Mr. SIMPKINS. Thank you, Mr. Chairman.
I am Talmage Simpkins and I am, as you said, the director of the

AFL-CIO Maritime Committee. I am appearing today on behalf of
the National Maritime Union in opposition to H.R. 2883, a bill that
would give coastwise privileges to the Cunard Princess and the
Cunard Countess.

We very much thank you for giving us this time to present our
views on this bill. This is important legislation with far-reaching
consequences. Unfortunately, it seems once again that time is
being devoted to an essentially negative proposal, time which could
be better spent considering other and longer range problems and
their solutions.

We do urgently seek the development of a U.S.-flag merchant
marine comprised of all types of ships that would be adequate to
fulfill the declared policy of the 1936 Merchant Marine Act. If this
declared policy were a reality, we would not now have the current
situation of three seamen standing in line for every job.

To admit these two foreign-built, foreign-flag ships to U.S. regis-
try with domestic trading privileges, and understand that once in,
they will be able to enter any of our coastal trades, finds us again
dealing piecemeal with a profoundly serious problem.

Historically, the NMU was the union that manned the U.S.-flag
passenger fleet. Nothing would delight us more now than to see a
U.S.-flag passenger fleet, but we are fearful that these actions, if
they are successful, would lead to the eventual elimination of the
protections of the Jones Act as well as any hope of a future fleet.

The long-term consequences of this legislation appear to us far
out of proportion to the short-term gain. For less than 700 jobs, we
will be risking the loss of one-half of all the jobs on U.S.-flag ships.
At the same time, we would be developing defenses against a much
larger potential-40,000 jobs that are currently held by non-U.S.
citizens on the 50-plus foreign-flag passenger ships permanently
based in the United States.

Admission of these two ships would make an important excep-
tion in the Jones Act and, in a very real sense, would break faith
with those in the domestic waterborne commerce who have operat-
ed and planned over the years on the assumption that U.S.-built,
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U.S.-flag vessels-ofily may be used. That means a greater invest-
ment, true, but it has been a vital and longstanding element of the
entire industry, and many have made the commitment.

We urgently request that a line be drawn against further nib-
bling away of our maritime base, and this bill would be a good
starting point. We believe that the administration's position on
maintaining the integrity of the Jones Act is clear, and was set
when President Reagan stated in 1980, and I quote:

The principle that a nation's own ships should carry its coastal trade presently
embodied in the Jones Act, has been part of this country's maritime policy since the
early days of the Nation. I can assure you that a Reagan Administration will not
support legislation that would jeopardize this longstanding policy or the jobs de-
pendent upon it.

It is our belief that the elimination of the American-flag passen-
ger fleet began with an insignificant ruling in 1912 by an Attorney
General regarding Canadian-flag shipping on the Great Lakes. The
Passenger Ship Act of 1886 prohibits foreign vessels from trans-
porting passengers between ports or places in the United States,
either directly or by way of a foreign port.

The Attorney General ruled that transportation of passengers by
foreign vessels from a port in the United States through domestic
and foreign waters, sometimes touching at a foreign port, and re-
turning them to the port of departure was not in violation of this
law. This ruling by the Attorney General permitted the foreign-flag
intrusion into our domestic passenger trade.

We would request that you ask the Department of Defense and
the State Department for their opinion on how the addition of
these two ships to U.S. registry would enhance our national secu-
rity. We believe that if you did, they would respond by explaining
that the United States and the United Kingdom are both members
of NATO and, as such, have agreed to commit their merchant ships
to a NATO sealift force. Additionally, Mr. Chairman, I believe
there is a letter from the Department of the Navy suggesting that
these ships would not add anything in that connection.

While it would not change our opinion of this bill, we have not
heard any guaranteed assurances that these vessels will be regis-
tered United States if this bill is passed, only that Cruise America
Lines, Inc. would purchase. Are we to assume that Cruise America
has already bought the ships, or should we assume that they will
only purchase them if they can break the Jones Act.

Whatever the situation, we would hope that the Jones Act is not
the stakes in what could be characterized as a roll of the dice. If
the press accounts concerning Cunard, P&O, and the Trafalgar
House situation have any validity, it is not at all clear whether or
not these two ships are for sale.

Mr. Chairman, if I may I would like to read part of a letter that
I have received from Jim Slater, who is president of the National
Union of Seamen in the United Kingdom:

We would be grateful if, in your presentation to the congressional hearing you
could draw out more clearly the point that Cunard may have bought the VistafJord
and the Sagafjord and be trying to sell the Cunard Countess and Cunard Princess as
a means of getting rid of the trade unions in their vessels, as they have indicated
that they want to register the two new vessels under the Bahamian flag.

We are also very suspicious about any links between Lambert, Cruise America
Line, Inc., and Cunard, as a sale and leaseback arrangement may be made. We are,
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though, a little puzzled by them seeking U.S. registration unless they genuinely be-
lieve that there is a potential market in U.S. coastal trading and it would be easier
to get involved by starting out with U.S. citizens setting up a cruise company,
rather than Cunard doing so directly.

One other thing I would like to read, Mr. Chairman, and it' is
this:

Cunard has told us in the past that in order to compete with other vessels operat-
ing in the Caribbean and the Alaskan cruises, U.K. ratings would have to be re-
placed, as they are too expensive. However, transfer to the U.S. and employment of
U.S. seafarers would increase pay costs substantially, as the pay of U.S. seafarers is
twice as high as that of U.K. seafarers.

With the seemingly increasing attacks on the Jones Act, it may
be that the best approach is to stop entirely taking up these indi-
vidual, special interest, essentially private-benefit measures. It
might be better instead to take a deep and detailed look at why
there are so many foreign-flag passenger ships engaged full time in
our trades versus only two U.S.-flag ships, with input from all seg-
ments of the industry and the administration, and then perhaps
chart a new course. Making an exception here and another there,
as has been done, is solving nothing. Worse, it is such steady peck-
ing away that is eroding the very strength that the Jones Act was
intended to build up.

Finally, Mr. Chairman, the desired predictability and certainty
that all segments insist upon as being so important to the future of
this industry or any other industry certainly becomes more and
more remote with every change and exception that comes along.
H.R. 2883 is just the latest and maybe the best worst example of
this process. If this bill is enacted, we can predict that there will be
many similar requests to follow.

Thank you, Mr. Chairman.
Mr. BIAGGI. Captain Martin.

STATEMENT OF CAPT. LLOYD M. MARTIN, SECRETARY-TREASUR-
ER, INTERNATIONAL ORGANIZATION OF MASTERS, MATES &
PILOTS, ILA, AFL-CIO
Captain MARTIN. Good morning. My name is Lloyd Martin. I am

the secretary-treasurer of the International Organization of Mas-
ters, Mates & Pilots. I would like to thank the committee for allow-
ing me to appear on behalf of my organization to voice our views in
opposition to H.R. 2883.

Captain Lowen would have been here. He had asked to appear as
a witness, but he told me to convey his apologies to the members of
the committee. He had to honor a longstanding commitment to be
on a panel in strategy planning at the War Naval College which is
in session now in Newport, R.I., and he could not make it. He sends
his apologies.

I have prepared a written statement. I think there is nothing
more boring than having me read it again to everybody who can
read, so I would like to elaborate on it a little bit.

We object to H.R. 2883 because it breaches the Jones Act in an
area that has practially never been breached before. One of the pri-
mary ingredients in starting a cruise ship operation is a friendly
banker. You need money to build and operate cruise ships. The
Jones Act, the protected cabotage laws of the United States and
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every other nation, gives lending institutions within those coun-
tries the security blanket that they know that that is a controlled
trade, only to American ships, and it is another guarantee on their
loo n, that their money will return.

'The reflagging of these ships into the Jones Act trade will have a
very chilling effect on the lending institutions in this country. They
will no longer have that margin of security and a guarantee that
their loans will be repaid. You will see a complete drying up of any
confidence in the American lending institutions based on the Jones
Act. It will no longer be there.

I question the rationale that there is nobody building ships now,
so nobody is interested. There are many, many millions of hard-
earned U.S. dollars already spent in the developing of a U.S.-flag
ship Jones Act passenger trade. Mr. Hadley has come up with some
$5 billion in purchasing the United States.

The design for the modification, the applications for title XI
money, are all expensive procedures. These are all money out of
pocket. In applying for title XI money for the other operations,
they have to put money out prior to starting any constructions. My
union itself has expended over $6. million of our membership's
money to hold the last remaining U.S.-flag passenger ship in the
U.S. flag, in hopes that a private operator can come forward,
borrow the necessary capital to place it in operation.

Therefore, I say there are big dollars out now. There is a lot at
stake, all American money, all relying on the protection of the
Jones Act, which will disappear if this is allowed to happen. We as
a union have put our money where our mouth is. We think that
there is room in this country for U.S.-flag passenger ships. We rely
on the protection of the Jones Act to guarantee a certain amount
of passengers, and if this is allowed to happen our money will be
for naught.

If there are any questions, I will be more than glad to answer
them.

[The prepared statement follows:]
STATEMENT OF CAPT. LLOYD M. MARTIN, SECRETARY-TREASURER, INTERNATIONAL

ORGANIZATION OF MASTERS, MATES & PILOTS, ILA, AFL-CIO
Mr. Chairman and members of the subcommittee, my name is Captain Lloyd

Martin. I am International Secretary-Treasurer of the International Organization of
Masters, Mates & Pilots, ILA, AFL-CIO. I appreciate the opportunity to appear
before this Subcommittee and to express our opposition to H.R. 2883.

We strongly believe in the cabotage laws of the United States which restrict the
transportation of passengers in the coastwise trade to vessels built in this country.
This cornerstone of American maritime policy-that only coastwise qualified vessels
shall engage in domestic commerce-should not be waived except in those circum-
stances warranted by overriding national defense considerations. In no instance do
we believe that our cabotage laws should be waived merely to enhance the commer-
cial interests of an operator.

In fact, in February, 1983, the Deputy Assistant of the Navy (Sealift and Maritime
Affairs) stated that 'it is not apparent that permitting the Cunard Princess to oper-
ate in the U.S. coastwise trades would provide a clear and direct benefit to the De-
partment." Consequently, the request made by the proponents of H.R. 2883 for an
administrative waiver of the cabotage law was rejected.

Since that time nothing has been presented to this Subcommittee which evidences
the national defense factors that should be present when considering a waiver.
While it is important to have the hospital ships our military establishment may
some day require, reflagging these ships is not the only way to achieve this. Two
existing operators have received approval from the Maritime Subsidy Board to con-



vert existing vessels into hospital ships. In addition, American Flagships, Inc. has
filed a Title XI application with the Maritime Administration for guarantees to fi-
nance a portion of the costs of construction in the United States of two passenger/
hospital vessels.

During the hearings held on June 15 on H.R. 2883, one witness stated that it
would take an "Act of God" for work to be done in an American shipyard on an
American passenger vessel. Another witness stated that Cruise America's only prob-
lem is that they were the first to come up with a "good idea" and that consequently
we and others are "coming out of the woodwork" to fight this noble proposal.

Both witnesses are dead wrong.
I can tell this Subcommittee that Cruise America is not the first to come up with

the "new idea" that the best, easiest and quickest way to enter the domestic trade
and make money is by reflagging foreign built vessels. The difference between
Cruise America and the other owners and operators who have submitted statements
to this Subcommittee is that only Cruise America has chosen to seek a special ex-
emption from the law rather than to work to comply with the law.

As this Subcommittee has been told, there are various plans to build new vessels
and refurbish existing vessels in American yards. Notwithstanding the fact that it is
a long, frustrating task, the owners have chosen to try to secure the financing for
U.S. shipyard work. They have relied on the longstanding policy against allowing
foreign-built vessels into the coastwise trade and have invested their time, energy
and money accordingly.

In short, we urge that this Subcommittee reject H.R. 2883. To do otherwise would
send a clear signal to all American interests who have been attempting to revitalize
the American passenger cruise trade in compliance with the spirit and the letter of
the law to abandon such plans. No American operator and no American lending in-
stitution will make the investment necessary to build or refurbish a cruise vessel in
an American yard if that vessel is to find itself going head-to-head against a foreign
built or rebuilt ship.

This Subcommittee and you in particular, Mr. Chairman, have always looked for
ways to increase American shipbuilding and American vessel operations; you have
been a strong voice fighting for more jobs for American maritime workers; and you
have fought to maintain the integrity of the Jones Act and to protect it against the
unwarranted intrusion of foreign-built ships.

I believe the evidence presented to this Subcommittee shows that these objectives
can be achieved without waiving the law. The vessels in question can be reflagged
American without legislation for operation as United States-flag vessels in the for-
eign cruise trade. This would still provide whatever benefits would accrue if the leg-
islation were enacted, while doing nothing to endanger the progress of the projects
that entail American shipyard work in compliance with our laws. Our overall mari-
time interests and policies should not yield to the purely commercial interests of an
operator who demands special legislation in order to place vessels under the Ameri-
can flag.

Once again, I thank the Subcommittee for the opportunity to convey our opposi-
tion to H.R. 2883.

Mr. BIAGGI. Thank you, Captain.
I have a couple of questions for you, Captain. I would like some

observations, at least.
Let me make a statement. I have heard this question about open-

ing the floodgates of the Jones Act if we permit these two vessels to
come on line. I don't know how anyone could possibly come to that
conclusion. It is not the first time vessels have been permitted to
enter into business through this process, but the Jones Act has
always been very, very stringently applied in our contemplation.

You have labor unions that have conflicting positions. I under-
stand, I think, some of the motivation, but the Jones Act is there
for all labor unions, for the entire industry.

Now you are telling me it will have a chilling effect on banks,
Captain. I really wish you would explain that. I don't see the ra-
tionale. If you honestly believe that these two vessels really repre-
sent the beginning of the opening of the Jones Act in every area,
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well, then perhaps you are accurate. However, how you can arrive
at that conclusion is beyond me.

These two vessels-rather, not the vessels themselves but the
purpose in which they are to be used-is a new form of business.
Now we had someone testify at the last hearing that said it was
duplicative. Well, when that happened, I and the whole staff sat
erect, but when we probed further, the testimony could hardly sus-
tain the fact that the Cunard Princess and Countess would be dupli-
cating business already in place.

Three vessels, they said, are engaged in this business. We asked
themth1e siJe and the amount of passengers, and I think they carry
from 56 to 91 passengers in the inland waters. That is a unique
type of business. The Cunard vessels are ocean-plying, so clearly
there is no duplication. It is unique and that uniqueness is what, in
our judgment, permits us to go forward.

One of the major considerations is jobs and business. Sure, we
have the foreign-flag vessels doing all this work, and nothing would
please me more than to see American-flag vessels doing it, but they
haven't been doing it. We granted a waiver to the Independence
and the Constitution; they are in business and they are working.

Now as far as the Monterey-and I know you are talking about
the Monterey-that was under consideration at the time we were
dealing with the Constitution, and we kept delaying and delaying
and delaying. We understood the plight of your union and were
sympathetic. We know that you are concerned about the industry,
but we delayed ad infinitum. Each time that someone testified or
spoke to us privately, we were assured that the financial package
was coming together.

Well, there comes a time when you just cannot delay any longer.
I don't think the financing was about to happen. The fact of the
matter is, it hasn't happened yet. Nevertheless, you had someone
testify at our last hearing that the financial package is just about
getting together and the enactment of this legislation would
jeopardize that package.

I really don't think that is true, because what is happening in
that Hawaii trade is, the Constitution is doing well, the Independ-
ence is coming on line, and more and more people are becoming in-
terested. More and more people are becoming interested in that
type of cruise. The market out there is limitless. All you need is
aggressive salesmanship, and if the Monterey gets underway there
is no doubt in my mind that it, too, will make a very significant
contribution with additional jobs.

You spoke about U.S. dollars. You didn't mention the name. I
think you are referring to Mr. Hadley and the United States Line
and the United States. The fact is, Mr. Hadley was poorly treated
by the Defense Department; that is where his complaint lies. I told
him that at the meeting, and I sympathize with him, too. He was
poorly treated, and yet he was prepared to go ahead. He found it
profitable; the tax incentive and the accelerated depreciation were
sufficient incentives for him to go ahead.

Last year he got a bonus. He got a bonus. The Congress passed
legislation which would make a ship like the United States ideally
suited for convention business. Therefore, there is no doubt in my
mind that he is going to proceed and he will do well. I don't have
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to tell you about the convention business, what the prospects there
are. Mind you, these people were underway without that conven-
tion notion in mind.

Therefore, I appreciate your testimony. Very frankly, if the
union didn't testify and you didn't testify with relation to the sanc-
tity of the Jones Act, I would be a little surprised. However, you
cannot maintain a doctrinaire position when you are dealing with
a changing world or a unique circumstance.

No one is more conscious of the Jones Act and the need to pre-
serve its intent, but I see so far there is only one other area that
gives me some concern: That it might inhibit construction of
American vessels. That is an area that we will explore. We have a
witness here today, I think, from a Texas firm, who is here in re-
sponse to our invitation-or Mr. Fields' invitation. Contessa Line is
planning to build two passenger ships and Mr. Fields had some
concern that this bill would inhibit their construction. We would
like to find out more about that.

However, the points you raise I think I have met and have been
met in the testimony. I quarrel not with your position, and I under-
stand the plight of your union. I am really looking forward to the
day when the Monterey is on stream and doing business. I recognize
that special problem.

Now as far as my good friend, Mr. Simpkins, is concerned--
Captain MARTIN. If I may respond, Chairman-
Mr. BIAGGI. Surely.
Captain MARTIN [continuing]. I speak not solely for the Monterey.

I speak for other operators who have hopes of placing ships in the
U.S. coastwise trade. Some of them will speak for themselves, and
we are all in the same position as far as the chilling effect on
money, and it is there.

We, as a labor union, are not in the finance business but appar-
ently bankers look to the unions as some sort of guarantee in the
loan process. Not only with the financing of the Monterey and the
repairs of the Monterey but other steamship ventures where entre-
preneurs approach banks with a loan proposal, inevitably we as a
labor union are drawn in by the lending institution for advice in
labor stability, in guarantees. The Jones Act, believe me, is looked
on very favorably with bankers as protection.

Mr. BIAGGI. Well, I don't question that. I don't disagree with that
at all, and there is no reason why they shouldn't continue to have
that confidence. If they are looking at this legislation and charac-
terizing it as a signal that we are abandoning the Jones Act, let me
assure you their perception is completely distorted.

I spelled out why this legislation is even considered. If there
were another line underway, doing the same business, I assure you
this legislation would never get a hearing. However, what it repre-
sents is an opportunity for additional commerce, an opportunity for
additional jobs.

Mr. Simpkins stated that it was 600 jobs. My understanding is,
you are talking about three crews for two ships and you have about
300 people on a ship. You are talking about 900 jobs. Well, that is
not an insignificant amount, especially when the Government will
spend $1 billion to make jobs that won't last beyond a year and
won't have significance. Here you have jobs that will be permanent
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jobs, won't cost the Government 10 cents, and won't displace any-
body.

if you can refute that I would be happy to hear it because that is
my understanding of it.

Mr. SIMPKINS. Mr. Chairman, the point we are making here is
that every request is different, every request is unique, or they
wouldn't be coming in and asking you to do this. Somewhere along
the line the exception is going to be larger than the rule, and that
is what frightens us, as it relates to the Jones Act. Where do you
draw the line?

Mr. BIAGGI. Well, I understand that. I understand what you are
saying. Would you prefer that we hadn't taken action with the
Independence and the Constitution, that we have no ship out there?
We didn't have any. Would you prefer we not take action on this
legislation, and just leave that area barren? We don't have any
ship, doing that business.

Right now we are talking about unemployment. God knows, you
people know better than I or anybody on this committee about the
critical unemployment condition in your industry. Now I under-
stand that some unions will be getting the jobs, some unions will
have their members employed, and others will not. We regret that,
but we can't take the dog-in-a-manger attitude.

Mr. SIMPKINS. Sir, I don't know what unions are going to be on
this ship. I would--

Mr. BIAGGI. Mr. Simpkins--
Mr. SIMPKINS [continuing]. I would tell you that if this company

can tell you what unlicensed seamen they have employed, they
have violated the law. They can't do that.

Mr. BIAGGI. Well, I am aware of that.
Mr. SIMPKINS. It is a prehire. It is against the law.
Mr. BIAGGI. I am aware of that.
Mr. SIMPKINS. Therefore, I assume the jobs are open for anybody.
Mr. BIAGGI. How can you stand there with your bare face hang-

ing out and talk to me that way? [Laughter.]
No, but that is not an unusual problem. We have seen it before

and we will probably see it again. However, at least some people
are going to work, irrespective of which union is represented. You
have 1,000 people going to work. I am impressed.

There is a commerce that is developing in this area. Who knows?
It might well be the beginning of increased business. Other ships
may come on line; American-flag vessels may come on line.

Mr. SIMPKINS. Mr. Chairman, I know you don't want to debate
this issue, but there are other ways of doing this without giving
harm or doing harm to the guys that have put the money in, in the
Monterey and the "Big U" and the Santa Rosa. I understand there
are possibly two others out there, American-flag vessels. There are
other ways of doing this, and we think it would be-as I have sug-
gested here-looking at the big picture, looking at the 50 to 55 for-
eign-flag ships that are permanently based in the United States.

Mr. BIAGGI. I know what you are talking about. You and I have
discussed this--

Mr. SIMPKINS. Yes, sir.
Mr. BIAGGI [continuing]. And you made reference to it in your

testimony about 40,000 employees. This bill doesn't prevent us from
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considering that problem; we will wrestle with it later. You know
that you enjoy my support in that area if we can work it out, but
certainly these two vessels don't concern that situation at all.

However, you stated that we shouldn't think of the short-term
picture, we should think in terms of longer range problems and
their solutions. Well, you know that we are trying. We have bill on
cargo preference which is underway, we have a promotional bill for
new vessels that will be offered, we have a port development bill
pending. We have a whole number of initiatives that are under-
way. The problem is getting everyone together on it.

Mr. SIMPKINS. Mr. Chairman, what I was referring to is this:
First of all I would like to say, as it relates to the number of jobs,
there is no law that I know that says 100 percent of these jobs will
be U.S. citizens; 75 percent of the unlicensed, which is the big
number on these ships, will be U.S. citizens-that is, if they were
in a foreign trade. I cannot find a law that covers them in domes-
tic, but I would assume it is no more than 75 percent, and I would
assume that if there is a crack somewhere in the law, these guys
will find it.

Mr. BIAGGI. If there were cracks in the law you would have
found them and corrected them.

You make reference on page 3 to a statement made by Fresident
Reagan. It is a very, very laudable statement. He made it in 1980.
He has been President for a couple of years. Do you think he has
kept faith with that statement?

Mr. SIMPKINS. I think he-has, yes.
Mr. BIAGGI. He has?
Mr. SIMPKINS. In relation to the Jones Act, yes.
Mr. BIAGGI. I am talking about the total maritime industry.
Mr. SIMPKINS. No, I am talking about the Jones Act. [Laughter.]
Mr. BIAGGI. Sure. Mr. Simpkins, let's look at the whole, broad

picture. That is what you keep asking us to do, right?
Mr. SIMPKINS. Yes, sir.
Mr. BIAGGI. You talk further about the Department of Defense.

We are aware of the response that the Department of Defense has
given to the Cruise America Line when they asked for a waiver,
but you cannot deny the facts. The Countess was used in the Falk-
lands by the United Kingdom for transportation of troops.

Then you make a point-now you are going a little further-you
have departed from the Jones Act and you have talked about the
economic feasibility of this undertaking. You say, how could they
possibly function properly if, while they were functioning under
the United Kingdom with the British seafarers who were getting
less money than American seafarers--

Mr. SIMPKINS. Yes.
Mr. BIAGGI [continuing]. They weren't making out, they weren't

doing well? Well, all I can say is, then we should look upon Mr.
Lambert as a great philanthropist who is ready to give his money
away. He is hardly that, and I don't think that really should be our
concern. What we learned in the previous hearing is that apparent-
ly this was a good business deal. This was a good business deal, and
whether it is good or bad, Mr. Lambert will have to live with it.

Mr. SIMPKINS. I assume it is around a $5 billion a year business
and it is increasing all the time, but they can't compete with the

25-905 0 - 84 - 10
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situation that exists with these foreign-flag ships based here. They
are paying their guys a dollar a day. You can't compete with that.

Mr. BIAGGI. Well, that is Mr. Lambert's problem; that is Cruise
America's problem. However, you and I, working together, hopeful-
ly will be able to correct that.

Mr. SIMPKINS. Yes, sir.
Mr. BIAGGI. If we do, we will have struck a motherlode of em-

ployment for Americans.
Captain MARTIN. Mr. Chairman, if I could add something to that,

the protection of the Jones Act demands a higher price on coastal
cruise tickets. That will probably make up the difference in the
loss or profit in the Jones Act trade. They will generate more reve-
nue out of that same ship under the cloak of the Jones Act and
cabotage laws than they will out in foreign trade, and that is why
they seek it.

Mr. BIAGGI. Well, if they are raising the rates, it is the people
who are paying for it. If they choose to pay for it, well, that is their
business. It is the people's decision to make. They can take the for-
eign-flag vessels.

Captain MARTIN. Vessel appraisers attach 30 to 40 percent more
to the value of a ship that has the Jones Act protection. If I had a
couple of dogs out there that weren't making money and I could
sell them for $100 million, and when I put that U.S. flag on the
stern suddenly it is worth $140 million, that is a big incentive to
flag in.

Mr. BIAGGI. What you are saying is, if we permit these vessels to
come in, this legislation will be making $40 million for Mr. Lam-
bert?

Captain MARTIN. The ship appraisers-and we could get testimo-
ny to prove it-add conservatively 30 to 40 percent to the value of
the ship if it has Jones Act coastwise privileges, yes. It would be a
tremendous windfall there in the escalation of the value of the
vessel alone.

Mr. BIAGGI. I know it would appreciate in value, but another
thought comes to mind: Representations have been made to this
committee that these vessels would be used for a very specific pur-
pose. You are suggesting--

Captain MARTIN. It is the same specific purpose that three
American companies are trying to develop a credit line to build or
convert ships to get into now, looking to the protection of the Jones
Act which will be lost if these ships are allowed to be reflagged. I
speak not for the Monterey and not for Masters, Mates & Pilots.
I speak for the U.S. shipping industry.

Mr. BIAGGI. I am aware of that, Captain. I appreciate that.
All I can say is, from my perspective there has been a void.

There has been a void, and this is the first evidence of life.
Captain MARTIN. If we continue to dampen the hopes of U.S. citi-

zens, there will always be a void, and in that void we will create a
vacuum that allows more foreign-flag ships to be flagged in.

Mr. BIAGGI. Mr. Hertel.
Mr. HERTEL. Mr. Chairman, first of all I want to commend you

for having this hearing so expeditiously after Representative Fields
brought up a question of whether ships are being built, and com-
mend you especially for the statement that you made, that this
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subcommittee and our full committee would be the first not only to
stand for the Jones Act, which we have created and protected, but
also to stand for American shipbuilding and support American
shipbuilding in any possible way.

I think Mr. Simpkins, though, in page 3 of his statement has
really shown us the problem from the Attorney General's ruling,
where he stated that the Attorney General ruled that transporta-
tion of passengers by foreign vessels from a port in the United
States through domestic and foreign waters, sometimes touching at
a foreign port, and returning them to the port of departure was not
in violation of this law. This ruling by the Attorney General per-
mitted the foreign-flag intrusion into our domestic passenger trade.

At this point, Mr. Chairman, I would like to put into the record
the different foreign ships that are operating under this ruling of
the Attorney General.

Mr. BIAGGI. Without objection, so ordered.
[Material to be supplied follows:]

CRUISE SHIPS OPERATING FROM UNITED STATES AND CARIBBEAN PORTS

Vessels Registry Passenger Owner or operator

A m ericanis ................................ G reek ........................................
Astor ......................................... W est Germ an ............................
Atlantic ..................................... Panam a .....................................
Azure Seas ............. do....................
Bohem e ..................................... W est Germ an ............................
Carla C ............. Italian .....................
Carnivale ................................... Panam a .....................................
Constellation .......... Greek .....................
Constitution ............................... United States ............................
Cunard Countess ........ British ....................
Cunard Princess ........... do.....................
Daphne ...................................... G rbek......................
Dolphin ...................................... Panam a .....................................
Emerald Seas ............ do.....................
Europa ............. West German ................
Fairsea ...................................... Liberia ......................................
Fairwind ............... do....................
Festival .................................... Panam a .....................................
Golden Odyssey ......................... Greek ........................................
Island Princess .......................... British .....................................
M ardi Gras ................................ Panam a .....................................
Nieuw Amsterdam ..................... Netherland Antilles ....................
Nordic Prince .......... Norway .....................
Norway ............... do....................
Oceanic ..................................... Panam a .....................................
Oceanic Indpendence ................. United States ................
Oceanus .................................... Greek ........................................
Pacific Princess ......................... B ritish .......................................
Queen Elizabeth 2 .......... do.....................
Rhapsody .................................. Baham a .....................................
Rotterdam ................................. Netherlands Antilles ..................
Royal Viking Sea ....................... Norw ay .....................................
Royal Viking Sky .......... do....................
Royal Viking Star ...................... Do ....................................
Sagafjord .............. do ....................
Scandinavia ............................... Baham a .....................................
Scandinavian Sea .......... do....................
Scandinavian Sun .......... do....................
Skyw ard .................................... Norw ay .....................................

617
600

1,067
734
500
748

1,100
392
800
800
800
465
565
920
600
830
900

1,400
460
630

1,100
1,200
1,038
2,000
1,034

750
500
630

1,815
800
850
725
725
725
505

1,000
1,000
1,000
790

Chandris, Inc.
Astor United Cruises.
Home Lines.
Western Steamship Lines.
Commodore Cruise Line.
Costa Line.
Carnival Cruise Lines.
K-Lines Regency Cruises.
American Hawaii Cruises.
Cunard Line.

Do.
Carras Cruises.
Paquet Ulysses Cruises.
Eastern Steamship Lines.
Hapag Lloyd.
Sitmar Cruises.

Do.
Carnival Cruise Line.
Royal Cruise Line.
Princess Cruises.
Carnival Cruise Lire.
Holland America Cruises.
Royal Caribbean Cruise Line.
Norwegian Caribbean Cruise Lines.
Home Lines.
American Hawaii Cruises.
Epirotiki Lines.
Princess Cruises.
Cunard Line.
Paquet French Cruises.
Holland America Cruises.
Royal Viking Line.

Do.
Do.

Norwegian American Cruises.
Scandinavian World Cruises.

Do.
Do.

Norwegian Caribbean Cruise Lines.
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CRUISE SHIPS OPERATING FROM UNITED STATES AND CARIBBEAN PORTS-Continued

Vessels Registry Passeneger111= y Omer or operato

Song of America .... .......... do....................
Song of Norway ........... do....................
Southward ........... ...do ....... ......
Starward ........ ......do .............
Stella Oceanis .......... Greek ..................
Stella Solaris ............ do....................
Sun Princess ........................ . British ............................ . .
Sun Viking............. Norway ..................
Sunward 1t ....... ..... ............. do....................
Tropicaie ............. Liberia ......................
Veendam ................................... Netherlands Antilles ..................
Volendam .............. do....................
Veracruz .................................... Panam a .....................................
Victoria ............... do....................
Vistatjord ............ Norway ........................
W orld Renaissance .................... Greek ........................................

Total (ships 55),
capacity.

1,400
1,040

738
740
300
650
700
728
718

1,200
715
715
700
652
635
426

45,172

Royal Caribbean Cruise Line.
Do.

Norwegian Caribbean Cruise Lines.
Do.

Sun Line.
Do.

Princess Cruises.
Royal Caribbean Cruise Line.
Norwegian Caribbean Cruise Lines.
Carrival Cruise Lines.
Holland America Cruises.

Do.
Bahama Cruise Line.
Chandris, Inc.
Norwegian American Cruises.
Epirotiki Lines.

Mr. HERTEL. We have seen, and we have heard testimony before,
that we have not had American passenger ships built in this coun-
try for over 25 years. So far, nothing today and nothing in the pre-
vious hearing has led us to believe that there are any shipbuilding
plans to do what these two ships would accomplish.

I submit for the record an article from the Detroit News talking
about this very issue, and the fact that thousands of jobs would be
created, not only on the ships but the spinoff in the tourism indus-
try in the Great Lakes States and in other parts of the country.

Mr. BIAGGI. Without objection.
[Material follows:]

[From the Detroit News, June 20, 1983]

LAKES' "LOVE BOAT" IDEA PICKS UP STEAM

CAPITAL CONNECTIONS

(By Richard A. Ryan)
WASHINGTON.-A Detroit congressman wants to bring a "Love Boat" to Michigan

shores, even if it takes an act of Congress.
Rep. Dennis Hertel hopes a 900-passenger luxury liner soon will operate in the

Great Lakes, bringing extra tourist dollars to Michigan.
No American cruise ship has sailed the Lakes since the mid-1960s, when the old

North American and South American vessels went out of business. Although they
generally operated at full capacity, those pre-World War I ships became too unde-
pendable to keep afloat.

Now a Florida-based company wants to move in by purchasing two Cunard Line
ships, the Countess and the Princess. They are 536 feet long, 74 feet wide, weigh
nearly 18,000 tons and can cruise at 201/2 knots.

Both were built by a Danish firm, and that causes a problem. A law prohibits any
ship not built in America from sailing between U.S. ports.

The only two American-flag ships now in operation travel around the Hawaiian
Islands.

More ships aren't made here because building a ship in the United States costs
three times as much as it costs elsewhere, and American crews are paid higher
wages and benefits than foreign sailors.
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So a group of congressmen, including Hertel, wants to waive the law to allow the
purchase of the two luxury liners by Cruise America Line Inc.

Robert Lambert, the Florida firm's president, caught Hertel's attention when he
said one would operate along the East Coast, the Gulf of Mexico-and the Great
Lakes. (The other would sail along the West Coast and Alaska.)

"We intend to offer cruise packages emphasizing our American heritage and fea-
turing visits to our restored inner-city historical and recreational areas," Lambert
told a congressional panel, naming Detroit's Renaissance Center as one prospective
stop.

Lambert also said the ship's size would let it visit other small ports, such as
Michigan's Mackinac Island, that traditionally have been off-limits to cruise ships.

"Tourism is the most expansive industry we have in the state right now," said
Hertel, a Democrat. "There is no limit to the number of people we might be able to
attract."

Reconditioning and maintaining the ships and hiring their estimated 1,000 crew
members would also mean jobs for Americans, the lawmakers say.

And in the event of a national emergency, both ships could easily be converted
into troop carriers and hospital ships. The Countess, in fact, was used by the British
to bring soldiers to the Falkland Islands last year.

Primarily, though, Hertel wants the ships so they can cruise the Great Lakes. If
the law isn't waived, he says, "American tourists are going to have to take their
Love Boat cruise somewhere else."

Mr. HERTEL. We are talking about jobs here. We are talking
about an unemployment rate in your industry of over 50 percent,
and I submit that the different ships that are being talked about in
any possible terms would not be able to come into the Great Lakes
through the St. Lawrence or use the locks.

If there was such a ship being built, I pledge to you, I guarantee
to you, I would buy stock in it if we had an American ship being
built to use the Great Lakes, because we haven't had passenger
ships in the Great Lakes of any consequence since 1961. The two
ships that did operate up until that time were built before the First
World War. They just couldn't meet the standards any longer, but
those ships were filled almost to 100 percent capacity until they
were taken off the Great Lakes.

If we can show that it is profitable, by this very tightly worded
bill, to again have these coastal passenger ships, then I think we
have the potential of American investors realizing they can make a
profit, there is a market out there for tourism, for conventions and
so forth. I think that American shipbuilders then might, by this
demonstration, invest and build. I think this committee would be
very supportive of that in any way that we could.

Let's look at the bill specifically, because it is directly on point to
some of the discussion we have heard here today. It talks about the
privilege of engaging in the coastwise trade. Section 2: "For-hire
carriage in the coastwise trade under this act is limited to passen-
gers, their accompanying baggage and personal property." It is
very strictly limited to two ships for this single purpose.

The committee and the staff have looked throughout the Nation.
We know of no ships that are being planned in this class, with this
shallow draft, that in particular could be used in the Great Lakes. I
wonder if you gentlemen have anything to add to that. Are there
ships like that being built in America?

Mr. SIMPKINS. I understand that you will hear from someone
later that has some plans for building ships.

Mr. HERTEL. That ship doesn't meet the standards that I am talk-
ing about right now.
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Mr. SIMPKINS. Sir, did you say one of these vessels or both of
them could get into the lakes?

Mr. HERTEL. Both could?
Mr. SIMPKINS. They could? We had heard that there was a possi-

bility they might get in but they cannot get out.
Mr. HERTEL. Yes, they can get in and out.
Mr. SIMPKINS. Maybe that would be a good way to keep them

there.
Mr. HERTEL. No, the plans are that one would sail in the summer

in the Great Lakes, and so it would have to get back out to come
back this way to be used---

Mr. SIMPKINS. Sir, may I--
Mr. BIAGGI. We are not through with you, Mr. Simpkins. We are

going to have a recess to vote, and when we come back you can
resume the questioning.

Mr. HERTEL. Mr. Chairman, we will have Mr. Simpkins' reply,
then, at that time, first.

Mr. BIAGGI. OK.
[Recess taken.]
Mr. BIAGGI. The meeting is called to order.
When Mr. Hertel returns, we will resume his questioning. In the

interim, Mr. Fields.
Mr. FIELDS. Thank you, Mr. Chairman.
Mr. Chairman, I have a statement for the record and I want to

ask unanimous consent that it be placed in the record at this point.
Mr. BIAGGI. Without objection, so ordered.
[Material follows:]

STATEMENT OF REPRESENTATIVE JACK FIELDS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF TEXAS

Mr. Chairman, I appreciate your decision to schedule this second day of hearings
on H.R. 2883, because on the first day of hearings last week several questions were
raised which went unanswered. They are essential to a proper consideration of the
bill before us.

Mr. Chairman, there are major questions relating to the two basic propositions in
H.R. 2883:

First, it is contended that the passenger ship building industry in the United
States is dead and cannot be revived and cannot be harmed. Therefore, the argu-
ment runs, the best way to create passenger ship jobs in the Jones Act trade is to
authorize American flagging of foreign built vessels.

Second, we are told that the Cunard Princess and the Cunard Countess will be
sold to an American buyer, Cruise America Lines, Inc., and will be operational
within one year of passage of this bill.

Clouds of doubt and uncertainty linger over each of these propositions after last
week's hearings.

With regard to U.S. passenger ship construction, I believe that industry already
has been revived. Evidence to that effect was offered on June 15 and more will be
presented today. The fact is that there are several yards interested in viable con-
struction projects-in my state and in others. There i_s revival because new tax poli-
cies-deductions for conventions aboard U.S. Jones Act vessels and accelerated de-
preciation for ships-have stimulated capital investment in ship building.

These provisions are new. We should let them work. More significantly, if the pas-
senger ship building industry is recovering, we would be making a serious mistake
to promulgate legislation that would harm it. Thus, I believe it is imperative that
we explore the question whether H.R. 2883 will retard U.S. passenger shipbuilding.
For example, I believe it might ultimately mean higher borrowing costs and greater
borrowing needs for American built vessels which would have to compete with for-
eign built vessels whose borrowing and overhead will be less.

With regard to the second proposition I mentioned, there are two important facts.
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First, the hostile takeover attempt by Britain's Trafalgar House of P&O, Britain's
largest shipping company, has been referred to the U.K. Monopolies and Mergers
Commission. One item of the Commission's investigation is the proposed sale of the
Cunard Countess and Prince& to an American buyer. I am advised the Monopolies
Commission could prevent that sale.

Moreover, I am advised that Trafalgar House denies it has entered into an agree-
ment to sell the vessels. This may be at variance with testimony presented on the
15th and is certainly an important fact to be determined. Accordingly, Mr. Chair-
man, I believe it would be appropriate and essential for the Subcommittee to make
a formal inquiry to the Monopolies Commission regarding its fact finding on this
issue. I think we should also seek written clarification from Trafalgar House. And,
within the limits of propriety, I think the Subcommittee should require further evi-
dence on this question from H.R. 2883's primary advocate, Cruise America Line, Inc.
I am curious, and concerned, whether the seller of these ships-Trafalgar-is saying
one thing in London, while the buyer on the American side is saying something else
in Washington. I think we have to reach beyond the self-serving statements of those
interested in this bill to determine all of the facts related to this legislation.

Thank you.

Mr. FIELDS. Captain Martin and Mr. Simpkins, I have a question
really for both of' you. It is my understanding that besides your
unions, there are several other unions that are opposed to this
piece of legislation. I would like for you to tell me if there are
other unions than I am bout to enumerate, or if perhaps my
knowledge is incorrect.

It is my understanding that the National Maritime Union is op-
posed to this bill--

Mr. SIMPKINS. Correct.
Mr. FIELDS [continuing]. That the Masters, Mates & Pilots are

opposed to this bill; that the International Longshoremen's Associ-
ation is opposed to this bill--

Mr. SIMPKINS. Correct.
Mr. FIELDS [continuing]. That the National Marine Engineers

Beneficial Association, the group headed by Jesse Calhoun, is op-
posed to this bill.

Mr. SIMPKINS. Correct.
Mr. FIELDS. Is my understanding correct, as far as you know?
Captain MARTIN. That is correct.
Mr. SIMPKINS. Yes, sir.
Mr. FIELDS. Are there other unions that you are aware of that

are opposed to this piece of legislation?
Mr. SIMPKINS. I would assume the Shipyard Workers, the Boiler-

makers, the Machinists would be opposed; the ARA, the American
Radio Association that represents the radio operators, are opposed.

Mr. FIELDS. Mr. Chairman, let me ask for a clarification at this
point. Mr. Hertel has come in. Would you want me to continue, or
would you want me to stop at this point and go back to Mr. Hertel?

Mr. BIAGGI. Yes, I appreciate that. I would like to have Mr.
Hertel resume his questioning.

Mr. FIELDS. Thank you, Mr. Chairman.
Mr. HERTEL. Thank you, Mr. Chairman.
We were at a point where Mr. Simpkins was going to respond,

when we went for the vote.
Mr. SIMPKINS. Yes, sir, Mr. Hertel.
I spoke to our people in Detroit this morning, specifically on the

issue of passenger ships on the Great Lakes. They tell me that we
have a number of passenger ships on the lakes that are laid up be-
cause they can't get any business. Now some may say they are car
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ferries but they do carry 500 passengers and they have 70 berths.
With a little bit of work you could get them into some other busi-
ness but nevertheless they are being laid up.

Furthermore--
Mr. HERTEL. They have had that opportunity now for 22 years

and they haven't done that. They have been car ferries. They only
go across the lakes. They are not cruise ships. They are not fixed
up to be cruise ships and they don't have the capacity of these two
ships, so you are talking about more than apples and oranges here
and the people back there know it, if they understand what these
two ships are.

Mr. SIMPKINS. Well, the C. & 0. and the Grand Trunk Line, they
were abandoning- them because, as they tell me, because they
cannot get business for them.

Another thing along this same line that I would suggest in terms
of these two vessels and business. Maybe they can do a better job
and maybe they are better ships for the trade than these ships that
are currently there. Maybe you should amend this to have them
there 3 or 4 months a year. I am sure you would get a lot of sup-
port for that.

Mr. HERTEL. Pardon? Amend what?
Mr. SIMPKINS. Amend this current bill to require that they oper-

ate in the lakes 3 or 4 months a year.
Mr. HERTEL. Well, there are a lot of different ways we could dis-

cuss amending, as to how many Americans, what percentage of
Americans have to be hired, but your international union and
others might object to that. There are a number of things we could
amend that way, but we are not going to take over this company.
This committee isn't in the business of operating companies. I don't
see how we could possibly do that, and I think you realize why. We
could divide up how many days they would be in each port, espe-
cially when these ships are going to be moving around the country.

Let me tell you from Detroit's viewpoint that we are very excited
about them being there so that we can compete for convention
business. We have the best convention facilities in the world and
the only reason, as I indicated in the last hearing, that we did not
receive the Democratic Convention-aside from some political in-
fluence in California-was the fact that we didn't have enough
room for 2,000 more people. Each of these ships, of course, would
hold 900 people. Therefore, that is another reason for the metro-
politan area's economy that we are very, very interested in having
these ships operate.

As I said before, if there are American ships-whether in the
Great Lakes today-being built in this country, ships that are
being planned to be converted-not talked about, but where there
are definite plans to convert ships to this kind of trade, with this
kind of capacity, with this kind of depth-I am sure the committee
as well as myself would be very interested in supporting those ven-
tures. However, all we heard in the last hearing and all we are
hearing this morning is a lot of pipe-smoke talk about "this would
be done" or "this could be done" and "this is being done," without
one single example of any progress or any finite plans.

I say that as someone, as you know, that is very interested in
American jobs, and an increase especially in jobs in your area.
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Mr. SIMPKINS. Sir, I would think that Mr. Hadley might question
what you have said, because I believe he has put a number of dol-
lars in his venture on the SS United States. I know the gentleman
that owns the Santa Rosa, who was here last week, would perhaps
question it also. Maybe Mr. Martin would because, as he said, they
have invested 6 million dollars' worth of the union money in an
effort to get a ship into operation. I understand that there is some-
one to testify a little later that has plans to build a couple of ships.

Mr. HERTEL. In all these instances, though, specifically we are
not talking about the Great Lakes, and in most cases not even talk-
ing about direct competition for the other coastal waters these
ships that are in this bill, these two limited ships, would operate in
or have plans to operate in, with the size that they are and the low
berth that they have.

Mr. SIMPKINS. Of course, I don't know. I don't know every ship
that is operating and where it is operating, but the ones I was re-
ferring to on the lakes where you said no one has built in the past
20 years, it would appear to me those vessels, the ones that most
people call car ferries -I understand they are very, very nice-
they have no capital cost. I would assume at this point that is
about as cheap an operation as you could possibly have. If they
cannot get passengers at the low rates that they must be operating
at, I question if anyone could up there.

Mr. HERTEL. Well, as a member of the State legislature for 6
years, I was involved with the car ferry problem. Actually we had
to subsidize those car ferries to a great extent, and I was involved
in that. Therefore, you are talking about, again, something totally
different. They are totally different ships, for a different purpose,
in a different business.

I really can understand both you gentlemen working so hard to
protect the Jones Act. I think all of us feel the same about the
Jones Act. That is why the chairman is being careful in holding
two hearings when there was just the hint of competition in this
particular, limited field.

I know the members feel strongly about that. That is why this
bill is so tightly written, with the exemption to be not for ships in
coastal waters, not for several ships, not for different companies,
but naming two particular ships only. Therefore, I think to that
extent we are in great agreement with what you are trying to do. I
guess we just look at this particular situation differently.

It is my belief, as I said before, that if we can prove that ships
can operate profitably in these coastal water areas-again, Ameri-
can-flag ships operating profitably-that as we continue to work to
close this exemption that the Attorney General has ruled, that we
are going to see American shipbuilders and investors invest in a
profitable venture that has been demonstrated by these two ships.

This committee will have full control. We don't have to allow
any more exemptions. If we see the shipbuilding industry start up
in the coastal water areas, we can just say there will be no more
exemptions and do as much as we can to encourage those new
ships. Therefore, I think we are looking at the same result but
trying to get there in two different ways.

It is my belief that if we don't takq some action, if we don't dem-
onstrate that it is profitable, that we will have another 25 years of
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not having American ships built for this very purpose. That will
only harm our economy and, especially, harm the livelihood of
many of your members and other people in the maritime trades.

Mr. BIAGGI. Will the gentleman yield?
On the point you raised, cleaHy the problem with building ships

in America is cost. We understand that. For that reason there has
been a paucity of ships built in this country. The administration
has supported the elimination of subsidies which have encouraged
the construction of some vessels. We are seeking alternatives to
construction subsidies.

My staff is working on one alternative that deals with creative
financing. If we are able to put that package together-and so far
the response from some parts of the industry has been encourag-
ing-and have it enacted into law, it would impact very favorably
on the construction of vessels. It would certainly cost considerably
less.

Therefore, I think it is almost necessary for us to seek alterna-
tives that could put our American vessels In a more competitive po-
sition. Currently, American-flag vessels simply are not in a position
to compete. That is unfortunate. Both of you know that. We are
trying to develop an alternative, as I said, that hopefully will enjoy
your support.

Mr. SIMPKINS. Yes. Mr. Chairman, one of the points I had at-
tempted to make is that, rather than do this piecemeal, let's look
at the entire picture. Let's look at the entire passenger ship fleet.
Let's look at the Jones Act. Let's see why we are in the condition
we are in, rather than, you know, one or two exceptions at a time.

Mr. BIAGGI. Well, if you're an old gambler-, you know, not too
many of us like to make "if" money bets. We have been around a
long time.

Yes, I agree that that would be the preferable way to go. I don't
think that these two vessels or the waiver granted by this legisla-
tion would inflict that kind of devastation on the total picture. I
think it would enhance it.

However, if we are able to come up with a program that deals
with the total industry on a comprehensive basis, sure, it would be
the preferred way to go and hopefully the more productive way.
You and I will be lording over the fact that it happened in our
time, and these two vessels won't be given a second thought. They
will be a part of yesterday, and won't make a scintilla of difference
on the future of the industry.

Captain MARTIN. Mr. Chairman, if I could direct a question to
Congressman Hertel, please, you say we will limit it to these two
ships. What happens to the next U.S. citizen 2 years from now that
says, "Now I want to do the same thing. I want the ability to buy
ships foreign and reflag exactly in the same fashion that Mr. Lam-
bert has." How do you deny him that right?

Mr. BIAGGI. Captain--
Mr. HERTEL. Well, I think that is a good question. I think that is

really the crux of your testimony in talking about nibbling away at
the Jones Act, and I think that is a major point to discuss.

Mr. BIAGGI. Captain, ordinarily we don't permit witnesses to ask
questions.

Mr. HERTEL. I don't mind, Mr. Chairman.
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Mr. BIAGGI. I know, but let me respond to it. I think I responded
to it before.

You come up with a unique idea that creates new business and
new jobs, and the committee will look at it. It is as simple as that.

Captain MARTIN. Well, that is what I was afraid you were going
to say. It will be--

Mr. BIAGGI. Yes; but unique ideas don't develop overnight. We
have Hawaii. That is one thing. This Cruise America is unique. No
other American firm is doing that kind of business.

Captain MARTIN. Well, now we have it from the Hawaiian Is-
lands, expanded to the coastal waters of the United States, to the
inner harbor in Detroit. Let's try for Lake Tahoe next.

Mr. BIAGGI. Well, let me tell you something: I will look for one of
those vessels myself for Lake Tahoe.

Mr. HERTEL. Mr. Chairman, I have no problem with the captain
asking questions. I said I think it is a good question, and I agree
with the chairman: Whatever members are here at that time when
another proposal comes forward would have to consider it, and we
all know that.

However, this committee has rejected similar ideas before. Some
have not even gotten a hearing, so there is no assurance certainly
that if somebody wanted to do the very same thing, or a modifica-
tion of it or a completely new idea, that they would get approval or
wouldn't get approval. That is not the weakness of the Jones Act;
that is t .e strength of the Jones Act, and the fact that an exemp-
tion like this must be passed by both Houses of the Congress after
going through subcommittee and full committee hearings and
markups.

Therefore, I think that the law is tight. I think it is our responsi-
bility to make sure that these exemptions have a valid reason and
do not impinge upon American shipbuilding. I guess that is why we
are having this second hearing here today. However, I tell you,
Captain, I think we are mindful of that responsiblity, and I know
you will be vigilant in looking at these types of exemptions in the
future.

Captain MARTIN. Thank you.
Mr. HERTEL. Thank you, Mr. Chairman.
Mr. BIAGGI. Mr. Fields.
Mr. FIELDS. When I stopped asking questions, I had just asked

the question concerning some of our maritime unions. I was saying
to you, Mr. Simpkins, and to you, Captain Martin, that it was my
understanding that the National Maritime Union, the Masters,
Mates & Pilots, the International Longshoremen's Association, the
National Marine Engineers Beneficial Associatiln-the group
headed by Mr. Calhoun-were opposed to this particular piece of
legislation. Mr. Simpkins, I think you had said that there were sev-
eral other unions also who were opposed.

Mr. SIMPKINS. Yes; I do believe the Boilermakers-this is an as-
sumption I would make and they could speak for themselves-I
would assume that the Shipbuilders, the Boilermakers, I know that
the American Radio Association is opposed, I would assume the
Machinists would be opposed-people that are involved in building
ships. I assume they would all be opposed.
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Mr. FIELDS. The reason I asked you that question, on June 15,
Mr. Lambert, on page 6 of his testimony, said that: "This legisla-
tion has support from all sectors of the maritime industry, includ-
ing major maritime unions." While he may have the support of
some unions, it seems that the preponderance of the major mari-
time unions are opposed to this legislation. Is that correct?

Mr. SIMPKINS. That is correct.
Captain MARTIN. That is a valid assumption, yes.
Mr. FIELDS. It is my understanding, also, that the Shipbuilders'

Council of America, Bethlehem Steel Corp., and the American Wa-
terways Operators, are also opposed to this piece of legislation.

Mr. SIMPKINS. I understand that, yes. It is my understanding.
Yes, sir.

Mr. FIELDS. In my opening statement that I entered in the
record, I made a point in the statement about the hostile takeover
attempt by Britain's Trafalgar House of P&O, which is Britain's
largest shipping company, and that that takeover has been referred
to the United Kingdom's Monopolies and Mergers Commission. It is
my understanding that one item of the commission's investigation
is the proposed sale of the Cunard Countess and Princess to an
American buyer. I am further advised that the Monopolies Com-
mission could prevent that sale. Do you have any knowledge along
that line?

Mr. SIMPKINS. That is my understanding, and I have read that
from newspaper accounts as well as talking to some people in
London. They have indicated to me that it is questionable that
these two vessels will be sold.

Mr. FIELDS. Therefore, really on this particular piece of legisla-
tion right now we are, perhaps, dealing in speculation, in some-
thing that may never materialize.

Mr. SIMPKINS. Yes, sir.
Mr. FIELDS. I am further advised that Trafalgar House denies

that it has entered into an agreement to sell the vessels, and that
this may be at variance with testimony that was presented on the
15th. I think this is an important fact to be determined. Is that
your understanding?

Captain MARTIN. It certainly is.
Mr. SIMPKINS. Yes, sir.
Mr. FIELDS. Mr. Chairman, if I could ask of you, I feel it is essen-

tial for this subcommittee to make a formal inquiry to the Monopo-
lies Commission in England regarding its factfinding on this issue.

,I would certainly take the Chair's suggestion and guidance on how
I might make that request to you, whether it would be a unani-
mous-consent request or if I should proceed in some other--

Mr. BIAGGI. We are in the process of finding facts. I don't know
what---

Mr. FIELDS. Are you, Mr. Chairman?
Mr. BIAGGI. That is the purpose of the hearing. That is why we

are having this second hearing, and--
Mr. FIELDS. If the chairman would yield--
Mr. BIAGGI. Yes.
Mr. FIELDS [continuing]. Has there been a formal inquiry made to

the Monopolies Commission in England?
Mr. BIAGGI. No. No, we have not.
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Mr. FIELDS. Would it be appropriate for me to ask for unanimous
consent, or just to ask the Chair directly if this subcommittee could
make a formal inquiry to the Monopolies Commission in England,
and further to seek a written clarification from Trafalgar House
and then, certainly within the limits of propriety, whether we
should ask further evidence and clarification from Cruise America?

Mr. BIAGGI. To what end?
Mr. FIELDS. Well, to the end of seeing if, No. 1, the sale is going

to go through; and then, second, to clarify and ask the question of
the Monopolies Commission as to what is being investigated at this
particular time in regard to this particular sale.

Mr. Chairman, the reason I asked that question is, one of the--
Mr. BIAGGI. Clearly the gentleman has something in mind. Could

he just spell it out so we can all hear it and be in better position to
understand it?

Mr. FIELDS. OK. I guess the best thing would be to put it in
unanimous-consent form, Mr. Chairman, that this subcommittee
make a written inquiry to the United Kingdom's Monopolies and
Mergers Commission asking them if one item of their investigation
is the proposed sale of the Cunard Countess and the Princess, and if
there has been some type of decision made in that particular
regard, or where are they at this particular point in regard to their
investigation.

Further, I think that it would be appropriate for us to make a
written inquiry to Trafalgar House to see if there has been an
agreement to sell the vessels to the company in question. I would
ask unanimous consent that this subcommittee take those steps.

Mr. BIAGGI. I have no quarrel with the request. I have no quarrel
at all. It is not necessary for unanimous consent. We will do it.

Mr. FIELDS. OK. Thank you, Mr. Chairman.
Mr. DAVIS. Mr. Chairman--
Mr. BIAGGI. Mr. Davis.
Mr. DAVIS [continuing]. Reserving the right to object, what effect

would that have-and I haven't made up my mind which way to go
on this particular legislation-is that going to have the effect of
holding up this? If Congress decides to pass this legislation, and if
we comply with the Congressman's from Texas request, is that
going to hold up this sale to the point where it is never going to be
consummated? Could it hold it up for months, or for years, or
something? I think that that is important, to know that.

Mr. FIELDS. Mr. Chairman, could I respond to that?
Mr. BIAGGI. Well, has the gentleman yielded?
Mr. FIELDS. Would the gentleman yield?
Mr. DAVIS. Sure.
Mr. FIELDS. I think all we are doing is asking for information

which is important for this subcommittee to make a determination.
I think one point is a question as to whether this sale ever will
take place, No. 1, because of some action the Monopolies Commis-
sion in England might take. As I understand, I am advised that
they could prevent the sale.

Second, there is a disagreement among some people as to wheth-
er Trafalgar House has ever entered into an agreement to sell the
vessels. Therefore, I will reiterate what I said just a moment ago.
Perhaps we are doing nothing more than dealing in speculation
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today in this particular committee hearing. I am just asking for in-
formation which I think is essential for this subcommittee, the full
committee, and the House to make an appropriate decision.

Mr. DAVIS. Well, I am not that familiar with it but it is my un-
derstanding that the company involved-what is it, American
Cruise? .Has an option on the two ships pending approval, that with
their approval, whether it is by congressional action or whatever,
that they would be operated in these waters. Otherwise the option
would not be completed. Is that correct?

Mr. FIELDS. If the gentleman would yield, I would just state that
if that information comes from Mr. Lambert, I for one might want
to question it because Mr. Lambert said on page 6 that he had the
support of the maritime unions, and yet we are being told today
that the preponderance of the maritime unions in this country
don't support this particular piece of legislation.

Mr. DAVIS. Well, I don't think that that would be a reason to
question, and I don't even know the gentleman or the company.
However, I don't think saying that the one particular union or
whatever supports legislation would necessarily mean that the gen-
tleman doesn't know what he is talking about in the other in-
stance.

I just don't want us to get ourselves in a position where we are
going to hold this legislation up, and as I said, before, I am not sure
whether I am in favor of it or against it. Are we going to get our-
selves in a position where we are going to be asking for some kind
of formal request that is going to take a long time to answer, and
we are never going to be able to act on this legislation?

Mr. BIAGGI. Will the gentleman yield?
Mr. DAVIS. Yes.
Mr. BIAGGI. First, let's deal with the union proposition. The wit-

ness has testified that most of the unions oppose the legislation. As
a matter of fact and record, they have all been invited to testify,
and we have only heard from the Seafarers, Mr. Drozak, Mr. Simp-
kins, and Captain Martin. We have a division between MEBA 1
and MEBA 2. We haven't heard in any fashion from the others.
Therefore, when this testimony is given that all the labor unions
oppose it, we don't know that for a fact.

No. 2, we have no quarrel with the gentleman's request for fur-
ther information, but that will be done in expeditious manner. We
will get a response in an expeditious manner, or we will just ignore
the whole matter. I can see a form of dilatory development here
that the Chair takes umbrage at, not with the gentleman from
Texas but there have been opportunities for people to testify.

When you say that Mr. Lambert testified that he had support, he
did have support, and I don't want to be in a position of defending
Mr. Lambert. I like to talk about realities. When he made his state-
ment, which was last week, he did have major support at that time,
and all of the unions to this moment have not in fact registered
their opposition. Therefore, that is more accurate.

However, the questions about the purchase and Trafalgar House
were bona fide when they were raised. We addressed it. There
seem to be some internal machinations within Trafalgar House.

However, we will make inquiry quickly. If necessary, we will
send staff over-I said staff, not members-we will send staff over
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and have them come back in a few days. Hopefully, we will get co-
operation from both these entities. If we don t, we will proceed, be-
cause in the end it does not affect the policy of this committee. It
may make the legislation moot if the sale isn't possible or won't
happen, but the policy is determined by this committee.

Mr. DAVIS. Thank you.
Mr. FIELDS. Mr. Chairman, do I still have the time.
Mr. BIAGGI. This is a factfinding hearing; there are no limita-

tions, almost no limitations.
Mr. FIELDS. Mr. Chairman, let me just say very quickly, I appe-

ciate the comments of the chairman. My purpose is not to be dila-
tory, not to delay, but '. do think there is some information that we
do need and I appreciate the chairman honoring that request.

Captain Martin and Mr. Simpkins, it is my understanding
through a letter that we received from American Flagships, dated
June 22, 1983, that they have filed a title XI application with the
Maritime Administration of two new domestic-built passenger ves-
sels. They are to be built as twin-screw passenger vessels with a
displacement at full load draft in excess of 40,000 long tons.

It is my understanding these vessels are to be operated by
American Flagships as passenger ships with cruise itineraries on
the east and west coasts of North America, with northern ports of
call in the summer months and southern ports of call in the
winter. Both of those ships will require approximately 6 million
direct labor man-hours to construct and will provide year-round
employment for 1,350 crewmembers.

What effect does this have on your testimony today? Does it en-
hance it? Does it change it?

Captain MARTIN. I mentioned American Flagships, in my testi-
mony on page 2, that they had applied for title XI. When I hear
statements out of the committee that no one has come forward to
enter the cruise market, I question their research, because I found
out about American Flagships by reading the newspaper.

I read an article where they are going to have two dedicated
decks of hospital facilities which will be locked during the cruise
trade. The U.S. Navy is going to take these ships for a limited
period each year for training exercises, utilizing these dedicated,
locked decks where the hospital facilities are constructed. There
has been a lot of thought, a lot of money, a lot of research, and the
program is moving ahead.

Therefore, I really ask if this committee has investigated that
there are very serious Americans who want to enter this trade and
put their money into it, because this is evidence it is there: the title
XI application, the design, the whole thing. It is a very active
project.

Contessa Cruise Line is another one. They are in the design
stage. They have not applied for title XI but they are going ahead
with the design, they are talking to shipyards, and they also will
apply for title XI. They will build a number of ships.

One of the key ingredients to all these buildings is the financing,
and to keep from repeating myself, this will have a very chilling
effect on arranging their financing to move these projects forward.
We know for a fact, because the financing at one time for the Mon-
terey fall apart, and this was brought out in questioning in the
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Senate Commerce Subcommittee on Merchant Marine. Senator
Inouye asked Mr. Othmar Gruniger if allowing the Constitution to
enter the Jones Act trade would scrap his financing package, and
he said yes, and it did. He had to go back to the drawing board. He
has been working on financing now for another 18 months since
that one was abandoned. It does have the death knell on financing,
if the rumor comes into the field that another ship is going to enter
the passenger trade. It just kills the financing.

Mr. FIELDS. You mentioned the Contessa. One last question for
you as a panel: Contessa is going to make an allegation later
today-I assume they will-that if their ships are built that there
would be 6,000 tons per ship of U.S. steel in that ship; that it would
require 2,000 American workers per ship. Do you think those fig-
ures are accurate?

Captain MARTIN. They sound very close to being true. The 6,000
tons of steel depends on how great a ship you build, but it is just
the displacement of the ship is the steel in it; you build a bigger
ship, you use more steel. It is that simple.

Mr. BIAGGI. Would the gentleman yield?
Mr. FIELDS. Mr. Chairman, thank you very much.
Mr. BIAGGI. I would like to get back to American Flagships and

their title XI application. Our initial reading on it is that it is not
economically feasible, and the likelihood of that application being
approved, unless there are some dramatic revisions, is remote.

Mr. FIELDS. Thank you, Mr. Chairman.
Mr. BIAGGI. Mr. Davis.
Mr. DAVIS. Mr. Chairman, are you going to bring the other panel

on right away--
Mr. BIAGGI. Yes.
Mr. DAVIS [continuing]. Or are we going through other questions?

I will pass because I would kind of like to hear them.
Mr. BIAGGI. Mr. Hubbard.
Mr. HUBBARD. Thank you, Mr. Chairman. I won't take long.

Much has already been covered. I did have an opening statement,
and I will just read a part of it and ask unanimous consent that
the entirety of it be submitted for the record in its entirety.

Mr. BIAGGI. Without objection, so ordered.
[Material follows:]

STATEMENT OF HON. CARROLL HUBBARD, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF KENTUCKY

Mr. Chairman, I want to endorse the thrust of Mr. Fields' statement. I have an
open mind on this bill, but I think it is very important to explore fully the issues he
has raised.

I am particularly concerned about the effect this bill might have on the passenger
shipbuilding industry. Reviving that industry has been an important objective of
this subcommittee under your leadership, Mr. Chairman. Revitalizing the entire
fleet-and not just one company-should be our main interest.

I also think that the committee should use its investigative powers to discover, as
best it can, the facts underlying the proposed sale of these two foreign vessels. I
would be reluctant to risk setting an unwelcome precedent for the benefit of these
two ships, if there is a likelihood that their sale will not occur.

Finally, I would ask, Mr. Chairman, whether we will be addressing this question
of foreign ships coming into Jones Act passenger service on a case by case b.-is, as
we are doing here, or whether we will be holding broader hearings to consider let-
ting all potential operators have a chance at such a lucrative opportunity? Thank
you.
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Mr. HUBBARD. I am particularly concerned about the effect this
bill might have on the U.S. passenger shipbuilding industry. Reviv-
ing that industry has been an important objective of this subcom-
mittee under your good leadership, Mr. Chairman. Revitalizing the
entire fleet, and not just one company, of course should be our
main interest.

I think the subcommittee should determine as best we can the
facts underlying the proposed sale of these two foreign vessels. I
would be reluctant to risk setting precedent for the benefit of these
two ships if there is a likelihood that their sale will not even occur.

These questions, some of which I think I know the answers to,
but I ask them for emphasis. It seems to me that a fundamental
issue here is the prospect of creating jobs. Of course, that is a
major issue before Congress. The President and the Members of
Congress all talk about creating more jobs. We have passed a huge,
billion dollar jobs bill in this Congress.

Is it your belief, and I ask you both, that the Congress can create
more jobs by continuing to encourage American passenger ship
building rather than admitting foreign vessels into coastwise trade?

Captain MARTIN. Yes, that is a very true statement.
Mr. SIMPKINS. Yes.
Mr. HUBBARD. Can you cite any additional evidence for that par-

ticular proposition?
Mr. SIMPKINS. The ones that were mentioned. The fellow that

owns the Rosa was here. I believe he said that he would like to get
into operation; has been, I guess, laying at the hook several years.
That will take some work. The SS United States is another one, the
Monterey, and these applications that we were talking about.

Captain MARTIN. American Flagships and the Contessa.
Mr. HUBBARD. You are both advocating, of course, further initia-

tives for the American passenger ship industry. Can you specifical-
ly and briefly tell us as Members of Congress further initiatives
that we might take to continue to revive the American passenger
ship industry?

Mr. SIMPKINS. Yes, sir. I do believe we can, and I have talked to
the chairman several times. As a matter of fact, I had just recently
attempted to get an amendment to the immigration bill, but I am
told it is not possible to do so; that the best we could do there
would be to confine the aliens to the ships, and we are not interest-
ed in doing that.

What we would like to do is to get a good bit of those 40,000-plus
jobs for American citizens, by amending this Passenger Ship Act of
1886 in some way to where we would have a voyage beginning in
the United States and ending in the United States or in a nearby
foreign port, and if a percent of its business was United States then
they would either have to employ United States or they would
have to have the American flag. Now I think that is the major
issue, rather than an exception here and an exception there.

Captain MARTIN. Congressman Hubbard, if I may, if one looks
back at the death of the American-flag passenger ship and the at-
tempt at rebirth, and you look at history, we built passenger ships
by and large in the forties and fifties as a method of transporta-
tion. Then the jet airliner came into being. No one is going to sit in

25-905 0 - 84 - 11
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a cabin on a ship at 19 knots crossing the North Atlantic or the
Pacific Ocean when they can get in a 747 and do it in 5 hours.

Therefore, as we abandoned our passenger ship trade with ships
that were constructed as a method of transportation-long periods
endured by the passengers getting from point A to point B-other
countries saw the recreational aspects of the cruise ship, doubled,
tripled the size of the accommodations on it, and made them float-
ing recreational parlors. Just allow Americans the chance and the
breathing room and the protections of the Jones Act to get in the
same trade with the same rule book. Don't hamstring them by al-
lowing foreign-flag ships to come in, or we will never see it happen.
We will never see it happen in this country.

I believe the American steamship industry has the ability to do
it on their own, without subsidies, with or without title XI guaran-
tees. They look toward the protection of the Jones Act to do it, and
they will do it, but the more foreign-flag ships that are flagged in,
the more it is just going to scrap any plans that are afloat.

Mr. HUBBARD. Thank'you both. Just one last question: Do you
favor a blanket exception for foreign-built vessels to enter the
coastwise trade, as opposed to this particular proposed exception.

Captain MARTIN. You first, and then I will speak.
Mr. SIMPKINS. You may not necessarily agree with what I am

going to say.
As it relates to passenger ships, it would seem to me that if we

amended this or opened this up, bring all these ships in. Bring all
these 55 ships into the American trade. Why just two?

Mr. HUBBARD. Therefore, you do favor a blanket exception?
Mr. SIMPKINS. For passenger ships--
Mr. HUBBARD. For passenger ships.
Mr. SIMPKINS [continuing]. If this is going forward. I would prefer

it be forgotten. I think there is another approach.
Mr. HUBBARD. Captain Martin.
Captain MARTIN. We favor maintaining the sanctity of the Jones

Act, but I would not like to take a position that we will let two in
and deny other American citizens their right to do the same thing.
If you let two in, any citizen should have the right to bring 10, 20,
30 in, and we just don't want the door opened.

Mr. BIAGGI. If the gentleman would yield. Every citizen has the
right to petition Congress for that privilege. That is all the law pro-
vides. It doesn't mean that every citizen is going to be given the
right. It would be within the contemplation of Congress as to
whether or not their proposal is worth consideration.

Captain MARTIN. Therefore, we are talking about a blanket ex-
emption, and we do not favor it.

Mr. BIAGGI. No, we are not talking about blanket exemptions.
We are not talking about blanket exemptions at all. The gentle-
man, Mr. Simpkins, makes reference to bringing the 55 cruise ves-
sels in. You are talking about a different trade entirely. They are
oceangoing and they touch at foreign ports. We are not talking
about that; we are talking about just touching on American ports.
It is a little different, a little different. You seem to be in a dilem-
ma, whether it is--

Mr. SIMPKINS. We have a ship now running from New York to
Miami.
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Mr. BIAGGI. Pardon me?
Mr. SIMPKINS. We have an operation now that is carrying auto-

mobiles from New York to Miami, a foreign-flag ship.
Mr. BIAGGI. Let's not talk about apples and oranges, Mr. Simp-

kins. You know better.
Mr. SIMPKINS. It is a foreign-flag ship.
Captain MARTIN. It is a breach of the Jones Act in coastwise

trade.
Mr. BIAGGI. However-go ahead.
Mr. SIMPKINS. This one vessel is now running contrary to a true

reading of the law, British Vancouver to the Alaskan trade.
Mr. BIAGGI. Have you initiated litigation?
Mr. SIMPKINS. We are thinking about it. We are thinking about a

suit.
Mr. BIAGGI. You are thinking about it?
Mr. SIMPKINS. Yes, sir.
Mr. BIAGGI. I mean, if it is so forthright a violation, why, you

should be underway.
Mr. SIMPKINS. It is a violation. Congress said they couldn't do it,

but they are doing it. Customs said they could; Congress said they
couldn't.

Mr. BIAGGI. Well, that is why they have courts. We have the
same difficulty here with agencies. Congress says one thing and the
agencies say a different thing.

In any event, I thank the gentleman for yielding. Mr. Hubbard?
Mr. HUBBARD. I didn't yield, Mr. Chairman. [Laughter.]
Mr. BIAGGI. Oh, excuse me. I thought you had. I am sorry.
Mr. HUBBARD. Just kidding. I am finished. Thank you very much,

Mr. Chairman.
Mr. BIAGGI. Thank you.
No further questions?
[No response.]
Mr. BIAGGI. Gentlemen, thank you for a very interesting morn-

ing.
Mr. Dudley R. Briggs, president, Contessa Cruise Line, Inc.,

Houston, Tex.

STATEMENT OF DUDLEY R. BRIGGS, PRESIDENT, CONTESSA
CRUISE LINE, INC., ACCOMPANIED BY J. BARRY SNYDER,
PRESIDENT, BULKFLEET MARINE CORP.
Mr. BRIGGS. Good morning, Mr. Chairman.
Mr. BIAGGI. Do you have a statement?
Mr. BRIGGS. Yes, sir. I am Dudley R. Briggs, president of

Contessa Cruise Line, Inc., of Houston, Tex. My purpose in being
here is rather obvious, that I am opposed to H.R. 2883.

Contessa Cruise Line was formed after a commitment was made
to enter the cruise line business. We are a joint venture with Bulk-
fleet Marine Corp. of Houston. In order that the committee might
search a little more to the extent of their needs in examining
Contessa Cruise Line's seriousness in entering this business, I have
brought with me today Mr. Barry Snyder, president of Bulkfleet
Marine Corp., and also the project manager of our design organiza-
tion, Mr. John Boylston of Giannotti & Associates, naval architects
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and marine engineers, so that in the event I am asked some ques-
tions that I cannot answer, I can explore the matter with them.

We are committed to the construction of a lineof cruise ships
that will be built in U.S. shipyards from American-made steel and
as many other domestically manufactured components as are avail-
able. These ships will legitimately fly the U.S. flag. They will be
manned by U.S. crews in full accordance with all provisions of the
Jones Act.

This subcommittee has heard repeated testimony that Americans
cannot build ships any more and compete in the cruise business
with those competitive foreign operators. Evidently, the people who
build ships so competitively cannot afford to ride in them, so imme-
diately upon launching every new vessel heads straight for Ameri-
can shores to cater to people who can afford cruises, but who make
so much money, we are supposed to believe, that they cannot com-
pete in the building of ships.

Every time I consider this problem, I feel like a snake who has
caught something only to find that he has his tail in his mouth. I
just can hardly conceive of this concept. The real competitive edge
up to now has been our unreserved acceptance of this con job-
which I call it-which we have not onl accepted for years but
have been working on each other. I don't know where it started b
it just seems to permeate our thinking, that we cannot build ship
in the United States of America. I hear estimates as high as $400
million for a ship that can be built in Finland for $86 million.

Before making its commitment of a massive investment in the
cruise line business, Contessa made extensive feasibility studies
and economic analyses that convincingly proved otherwise. The
first such study was undertaken over 2 years ago, when U.S. yards
were busy building offshore vessels, drilling rigs, and ocean plat-
forms, yet a strong potential for success was there even then.

Since that time, U.S. shipbuilding costs have plummeted and
prospects for timely construction have vastly improved. America's
work force is getting down to business. This fact was described
most recently in a Business Week cover story just 6 weeks ago
titled "A Work Revolution in U.S. Industry." It is called a revolu-
tion, not an adjustment. Business Week used the word "revolu-
tion."

At the same time shipbuilding costs in European yards have
been climbing. Nevertheless, it does cost more to build ships in U.S.
yards but their competitiveness in commerce does not hinge on
that simple equation. The 53-year-old Jones Act limits the ability of
foreign ships to plunder our coasts. This limitation provided the
economic edge that was so important in our evaluation of the feasi-
bility of this undertaking.

Bulkfleet Marine's founder, J. Barry Snyder, heard the same ar-
guments about brutal foreign competition when he announced
plans to build 45 million dollars' worth of tankers 3 years ago.
However, today Bulkfleet sails to a full charter schedule while
much of the world's tanker fleet lies idle. Mr. Snyder's reliance on
freedom from unfair competition by foreign-built ships and his abil-
ity to operate in a businesslike manner generated employment for
thousands of American workers engaged in building his ships, and
his U.S. crews have continuing dependable employment.
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The president of Cruise America Line has testified that his com-
pany was formed for the specific purpose of purchasing foreign-
built passenger ships, to have them U.S. flagged and given full
coastwise trading rights. In this manner Cruise America would in-
stantly establish a U.S.-flag line, created by shopping around in the
world s used ship lot. Not one man hour of American labor would
be involved in the creation of this fleet; not a nickle's worth of
made in U.S.A. steel, machinery, or equipment would be used. Fur-
thermore, every other U.S. passenger ship operator coming behind
Cruise America would be compelled by this precedent to build his
line in the same mold, or at least attempt to.

Its genesis thus established, the passenger fleet of the United
States of America would forever be composed of substandard or ob-
solete ships culled from the bottom end of the Danish, Norwegian,
Greek, Italian, and British lines. Any thought of new vessel con-
struction in the United States would be dead forever.

Contessa developed its strategy around existing laws that protect
vital segments of the American economy from exploitation by im-
portation of foreign-built ships. We determined that we could build
in U.S. yards and operate profitably within established constraints.
We have already put Americans to work. Every available employee
of the naval architectural firm of Giannotti and Associates, in all
four of their offices about the country, is working on the design of
our ships. Some outside consultants are also involved.

We have notified 36 shipyards just last week that a preliminary
bid package will be available on July 1, scarcely a week from
today. This coming December, the successful yard will come to life
and begin building the first Contessa ship. Thereafter, every morn-
ing 1,000 alarm clocks will go off and 1,000 happy wives will kiss
their husbands off to the job. Then these mothers, relieved that the
house won't be repossessed after all, will wave 2,000 or so kids off
to school, and maybe their school work will reflect a little more
harmony at home now that daddy is working again.

At Bethlehem, Pa., Bethlehem Sparrows Point, Armco Houston,
United States Steel plants around the country and elsewhere, there
will be a stirring as these firms begin making the necessary thou-
sands of tons of ship plate and shapes. Other companies will be
building furniture, electronics, wiring, piping, autopilots, and nay
gear. Retail trade and service establishments around these centers
of activity will feel the beat as workers' income is translated into
purchasing power. You will also see an increase in Federal tax rev-
enues. We all know that this is precisely the way our economy
works, the way it reacts to an enterprise that is flourishing.

Cruise America's plan is more imaginative. They would have
Congress throw the rule book in the trash can, at least as it relates
to these two ships; buy two outdated foreign-built ships, for start-
ers, we think, for a fraction of what it will cost us to build one
luxury ship. They would hire a painter for an afternoon and in-
struct him to obliterate "Nassau, Bahamas" or whatever is on the
transom of the Cunard ships, hoist the Stars and Stripes, and go
about the country bragging about their U.S.-flag cruise line.

Things are already happening, without additional lawmaking,
that will deliver vastly more than the benefits envisioned by the
supporters of H.R. 2883. Most business firms wisely keep their de-
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velopment plans to themselves as long as possible, and Contessa
was hopeful that the inertia of the "America cannot build passen-
ger ships" syndrome would have a trajectory beyond our first
couple of ships- that we would get a jump on the rest of the indus-
try.

Now that we have been obligated to reveal most of what we are
up to, I can add that if left alone to pursue this business, regulatni
and protected by the rules, Contessa will build oceangoing luxury
cruise liners in an endless stream until we are serving every coast
of the U.S.A. and providing foreign service as well, and we will do
it in ships bearing "made in U.S.A." labels.

Thank you very much, Mr. Chairman.
[Prepared statement follows:]

STATEMENT OF DUDLEY R. BRIGGS, PRESIDENT, CONTESSA CRUISE LINE, INC., HOUSTON,
TEX.

Mr. Chairman and members of the subcommittee: Contessa Cruise Line, in a joint
venture with Bulkfleet Marine Corporation, is committed to the design and con-
struction of a line of cruise ships that will be built in U.S. shipyards from Ameri-
can-made steel and as many other domestically manufactured components as are
available. These ships will legitimately fly the U.S. flag, manned by U.S. crews in
full accordance with all provisions of the Jones Act.

This Subcommittee has heard repeated testimony that Americans can't build
ships anymore and compete in the cruise business with those "competitive" foreign
operators. Evidently the people who build ships so competitively cannot afford to
ride in them. So immediately upon launching, every new vessel heads straight for
American shores to cater to people vho can afford cruises, but who make so much
money, we are supposed to believe, that they can't compete in the building of ships.
The real competitive edge up to now has been our unreserved acceptance of this
con-job, which we have not only accepted for years but have been working on each
other.

Before making its commitment of a massive investment in the cruise-line busi-
ness, Contessa made extensive feasibility studies and economic analyses that con-
vincingly proved otherwise. The first such study was undertaken over two years ago
when U.S. yards were busy building offshore vessels, drilling rigs and ocean plat-
forms, yet a strong potential for success was there even then. Since that time U.S.
shipbuilding costs have plummeted and prospects for timely construction have
vastly improved. America s workforce is getting down to business, as described in a
Business Week cover story just six weeks ago titled "A Work Revolution in U.S. In-
dustry". A revolution, Business Week says. At the same time, shipbuilding costs in
European yards have been climbing steadily. Nevertheless, it does cost you more to
build your ships in U.S. yards but their competitiveness in commerce does not hinge
on that simple equation. The fifty-three year old Jones Act limits the ability of for-
eign ships to plunder our costs. This limitation provided the economic edge that was
so important in our evaluation of the feasibility of this undertaking.

Bulkfleet Marine Corporation's founder, J. Barry Snyder, heard the same argu-
ments about brutal foreign competition when he announced plans to build $60 mil-
lion worth of tankers three years ago. But today Bulkfleet sails to a full charter
schedule while much of the world's tanker fleet lies idle. Mr. Snyder's reliance on
freedom from unfair competition by foreign-built ships and his ability to operate in
a business-like manner generated employment for thousands of American workers
engaged in building his ships; his U.S. crews have dependable employment. Mr.
Snyder relied on the rules of the game, he conducts his business by the rules and
Americans benefit.

The president of Cruise America Line has testified that his company was formed
for the specific purpose of purchasing foreign-built passenger ships, to have them
U.S.-flagged and given full coastwise trading privileges. In this manner, Cruise
America would instantly establish a U.S-flag line created by shopping around in
the world's used-ship lot. Not one man-hour of American labor would be involved in
the creation of this grand U.S.-flag fleet, not a nickel's worth of "Made-in-USA"
steel, machinery or equipment would be used. Furthermore, every other U.S. pas-
senger ship operator coming behind Cruise America would be compelled by this
precedent to build his line in the same mold. It genesis thus established, the passen-
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ger fleet of the United States of America would forever after be composed of sub-
standard or obsolete vessels culled from the bottom end of the Danish, Norwegian,
Greek, Italian, and British lines. Any thought of new-vessel construction in the
United States would be dead forever.

Contessa developed its strategy around existing laws that protect vital segments
of the American economy from exploitation by importation of foreign-built ships.
We determined that we could build in U.S. shipyards and operate profitably within
established constraints. We have already put Americans to work. Every available
employee of the naval architectural firm of Giannotti & Associates, in all four of
their offices about the country, is working on the design of our ships. Outside
consultants are also involved.

We have notified 36 shipyards that a preliminary bid package will be available on
July 1, scarcely a week from today.

This coming December, the successful yard will come to life and begin the first
Contessa ship. Therefore, every morning a thousand alarm clocks will go off and a
thousand happy wives will kiss their husbands off to the job. Then these mothers,
relieved that the house won't be repossessed after all, will wave two thousand or so
kids off to school, where their school work might reflect a more congenial atmos-
phere at home, now that Dad is working again.

At Bethlehem, Pa., Bethlehem Sparrows Point, Armco Houston and elsewhere
there will be a stirring as these firm begin making the necessary thousands of tons
of ship plate and shapes. Other firms will be building furniture, electronics, wiring,
piping, autopilots and nay gear. Retail trade and service establishments around
these centers of activity will feel the beat as workers' income is translated into pur-
chasing power. You will also see an increase in federal tax revenues. We will know
that this is precisely the way our economic system works.

Cruise America's plan is more imaginative. They would have Congress throw the
rule book in the trash can, buy two out-dated foreign-built ships (for starters) for a
fraction of what it will cost us to build one luxury ship. Then they would hire a
painter for an afternoon and instruct him to obliterate Nassau, Bahamas or what-
ever is on the transom of the Cunard ships, hoist the Stars and Stripes and go about
the country bragging about their U.S.-flag cruise line.

Things are already happening without additional lawmaking that will deliver
vastly more than the benefits envisioned by the supporters of H.R. 2883. Most busi-
ness firms wisely keep their development plans to themselves as long as possible
and Contessa was hopeful that the inertia of the "America can't build passenger
ships" thought processes would have a trajectory beyond the launch date of our first
couple of ships. But now that we have been obligated to reveal most of what we are
up to, I can add that if left alone to pursue this business-regulated and protected
by the rules-Contessa will build ocean-going luxury cruise liners in an endless
stream until we are serving every coast of the U.S.A. and provide foreign service as
well. And do it in ships bearing "Made in USA" labels.

For the benefit of some who may be watching us hereafter with concern, I can say
without reservation that Contessa has no plans to ask England, Denmark, Italy,
Norway, or Monrovia, Liberia for coastwise rights.
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Cove Sr

A WORK REVOLUTION
IN U.S. INDUSTRY

MORE FLEXIBLE RULES ON THE JOB ARE BOOSTING PRODUCTIVITY

A revolution in the way workers do
their jobs is beginning to take
hold throughout America's basic

industries. Changes in work rules are
moving the workplace away from rigid
labor practices created by authoritarian
management and institutionalized by
narrowly focused unions. Instead, a
more flexible structure is evolving that
can adapt to advanced technology, pro-
vide new products at a competitive cost,
and release the nation from the strangle-
hold of stagnant productivity. The move-
ment is in its infancy, but the impact of
international competition and deregula-
tion is accelerating the trend.

Industrial America grew up and pros-
pered with a work system that is rapidly
becoming obsolete. At its foundation is
"functional specialization "-pegging
workers into narrowly defined jobs that
required "arms and hands but no brain-
work," as one steelworker puts it. The
system also created a chasm between
manager and worker that stymied coop-
eration and, in union settings, became a
battleground between labor and man-

agement over contractual "rights."
Work rules are simply regulations

that labor and management have set up
to govern the workplace. And they have
become restrictive largely because the
system has, too. Now the recession-
coupled with the declining ability of
U. S. basic industries to compete in
world markets-has given companies
and unions a strong incentive to change
these practices. "You can go back to
almost any recession and find examples
of unionized companies more aggressive-
ly going after work rules," says Thomas
A. Kochan, a professor at Massachu-
setts Institute of Technology. "But you
have to go back to the Depression to
find as much of it as is going on now."
TmH PAyOF. Over the past two years
airlines have persuaded their pilots to
fly more hours for the same pay. Truck-
ing companies have won the right to pay
drivers on the basis of hours worked
rather than by traditional, but outmod-
ed, mileage formulas. Auto, rubber, and
steel companies and oil refiners have
overcome strong worker resistance-and

what one oil executive calls "fiat-out
poor management'-to combineskilled
maintenance trades such as millwright,
welder, and boilermaker. In plants and
offices-unionized and nonunion alike-
work teams that increase productivity as
well as job satisfaction are replacing the
old, narrow production jobe.

The immediate payoff i improved po-
ductivity that will enable companies to
make a profit at iower operating rates
and compete more effectively in world
markets. Changes in the rubber industry
could boost productivity by at least 10%,
says William K. Rusak, vice-president
for labor relations at Firestone Tire &
Rubber Co.'s World Tire Group. Oil re-
finers say work-rule changes have in-
creased their output per worker by 10%
to 15%. Jones & Laughlin Steel Corp.
(jAL has cut the man-hours required to
make a ton of steel to three and a half,
from six only five years ago.

Unions are not accepting all changes
willingly, Several locals of the Oil,
Chemical & Atomic Workers (OCAW)
have mounted long and futile stores
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Mr. BIAGGI. Mr. Brings, could you give us a little background on
Contessa Line?

Mr. BRIGGS. Yes, sir. As you so aptly pointed out earlier, Mr.
Chairman, unique ideas don't develop overnight. Contessa has been
a consideration in the minds of a number of people for a couple of
years. Only 2 months ago, or perhaps a week less, Contessa was
formed into a corporation.

Mr. BIAGGI. May 6?
Mr. BRIGGS. Well, whatever it was. Of course, corporations are

usually the result of months of haggling between the clients and
their lawyers as to what kind of form to take.

Contessa began discussions with Giannotti & Associates before it
was even a company, when it was a group of individuals consider-
ing the business, to begin the design of a cruise ship. They were
formally given a design contract in March. The design is to a point
at this time where next Friday, a week from tomorrow, a prelimi-
nary design package will be mailed to yards responding to bid invi-
tation. We are right on schedule with our project.

That is a thumbnail sketch of Contessa Cruise Line.
Mr. BIAGGI. What will the tonnage of these vessels be?
Mr. BRIGGS. Estimated weight of the 540-foot ship is about 18,000

tons.
Mr. BIAGGI. If I recall correctly, we had some testimony in the

first hearing that-well, how many passengers will it take?
Mr. BRIGGS. 750, approximately.
Mr. Biaggi.
Mr. HUBBARD. Would the chairman yield?
Mr. BIAGGI. Yes, I would be delighted to yield.
Mr. HUBBARD. Thank you.
Mr. Chairman, I know the next one to ask questions may be my

friend and colleague from Houston, Tex.-probably your Congress-
man-and he may have several questions. I just simply wanted to
thank you for being with us today. We appreciate your testimony
and we will consider your views. Thank you very much.

Mr. BRIGGS. Thank you very much for the opportunity.
Mr. BIAGGI. The vessels, how long will it take these vessels to be

on line?
Mr. BRIGGS. Mr. Chairman, we have asked the yards in our pre-

liminary letter that preceded the invitation to bid, to attempt to
complete the large ship, the 540-foot ship, in 18 months.

I might point out that there may be some confusion as to what
kind of ship we are planning to build. We have two designs under-
way at once, one of which was a 365-foot ship that we had consid-
ered but have now more or less discarded, as the larger ship is
more productive earningwise. Therefore, there may be some confu-
sion. There have been some questions asked of me as to just what
size ship we are building, because of comments that I had previous-
ly made to people who are interested about the 365-foot ship. How-
ever, our ship is the 540-foot ship, the one that we are actually
going to build first, an 18,000-ton ship, 750 passengers.

Mr. BIAGGI. You are talking about preliminary designs. You
know, that really is not all that significant. You don't have the
formal designs drawn up, and now you are telling me in 18 months
You are going to have a ship built?
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Mr. BRIGGS. I am telling you, Mr. Chairman, that I might have
confused you with my reference to a preliminary design. Our
design is proceeding as a full-fledged design project. We have not
entered into a preliminary design with Giannotti. Their instruc-
tions are to proceed to design this ship as a complete design
project.

The preliminary feature that I brought out was that we are send-
ing shipyards, a week from Friday, a preliminary design package
that will allow them to make an estimated bid on a ship.

Mr. BIAGGI. Do you have your finances in place?
Mr. BRIGGS. Yes, sir, not completely, but we have no problem

with that. Congress has passed legislation that makes it rather
simple to approach this kind of a project in a conventional fashion.
The investment tax credit, accelerated cost recovery, and more re-
cently the income tax deductibihty of cruises for business purposes,
all these things combine to make it rather a formality to finance
an operation that has a good foundation.

Mr. BIAGGI. We have a letter from you dated June 10, we have
your statement last week, and also some statistics that you offered
today making comparisons between your proposed vessels and the
Cunard vessels, and they vary, each of them. First you state the
ships will require 2,000 tons of steel, employ a crew of 150. In the
testimony you say 3,000 tons of steel and a crew of 200. Today you
have 6,000 tons of steel and a manning of 300. Now which one of
these is accurate?

Mr. BRIGGS. The latter one reflects the large ship, the 6,000 tons
of steel. The first figure, the 2,000 tons, was an approximation. It is
more like 2,500 tons to build the smaller, 365-foot ship.

Mr. BIAGGI. What caused the difference? It has been a week, just
about, since we got the first figures and now we have two addition-
al sets of figures. What brought about the change?

Mr. BRIGGS. If we can refer to them as first, middle, and last--
Mr. BIAGGI. All right. That's OK.
Mr. BRIGGS. The middle figure I obtained over the phone from a

naval architect not involved in this project, but I had to respond
rather rapidly so I just asked him how many tons of steel might
there be in a certain size ship, and he told me. Now my naval ar-
chitects involved in the project, after I had an opportunity to con-
sult in more detail with them, gave me the figures that I have
given today.

Mr. BIAGGI. You are telling this committee that you will have a
ship on stream in 18 months?

Mr. BRIGGS. No, sir, I am not. I am telling you that we have
asked the shipyards to tell us whether they can build this ship in
18 months. The construction will begin in December.

Mr. BIAGGI. We have seen too many estimates that have over-
runs that are frightening, to begin with, and I haven't heard
anyone say they could do it in 18 months.

Really the point, the reason I am pursuing that, is because we
are talking about gaining 1,000 jobs, 900 to 1,000 jobs a year if this
legislation were to be enacted. In my own estimate, and I think it
is a practical one, it would be about 31/2 to 41/2 years before you are
in fact in business. During that interim period we would have these
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two vessels on line building up the business, building up the trade,
and also employing these 1,000 taxpayers, as you refer to them.

The thought occurs to me that while they are in business, if they
are in business at all, they would be initiating something new.
They will have gone through the growing pains, and when you fi-
nally come online a very substantial American cruise market will
have developed, and perhaps as a pioneer they might be helping.
How would you respond to that?

Mr. BRIGGS. I would say, Mr. Chairman, that the fact that they
would be out there would-you asked about our financing-that
would affect our ability to obtain financing, unless perhaps some of
that imaginative financing that was mentioned that Congress
might help us with.

Mr. BIAGGI. You see, I am not as optimistic as you are. I wish we
could have it done in 18 months. Who knows?

Mr. BRIGGS. No, sir; 2 years; though, 2 years from today, approxi-
mately, our ship will be through with its sea trials if we are able to
have it built in 18 months, and we have had indications from yards
that they can do that. Therefore, 2 years is not an eternity. We
have to start somewhere.

Mr. BIAGGI. Well, of course, no, but our own observations over
time would tell you even 2 years is pretty good. Would you agree?Mr. BRIGGS. Yes, sir; it is an energetic schedule but we are on
track with it, and we continue to be encouraged that it will not be
missed.

Mr. BIAGGI. I will stay on this timeframe, and I stay with it be-
cause it bothers me to think that we could have a business develop-
ing, during the 2 or 3 years you are building your ship. It bothers
me to think that because of your interest and our interest, really,
in a successful American-flag enterprise we would have to forgo
these thousands of jobs and this commerce.

Last week Mr. Lambert said two shipyards quoted prices for
building luxury cruise ships between $250 and $400 million, with
delivery schedules between 5 and 6 years. Would you care to make
a comment on that?

Mr. BRIGGS. Well, I would comment on it by asking what they
were given in order to make such a bid? Did he have a design pack-
age? How could a shipyard bid on a ship unless they have a design
for one? I don't know. I cannot comment on Mr. Lambert's esti-
mates of the cost of shipbuilding, but we have some fairly good esti-
mates of our own-not good estimates, but some ball park figures.
We will have, however, 30 days from this coming Friday, responses
from the yards interested in building our ships, and we will know
more precisely what they will cost. However, it certainly isn't going
to be $400 million or even $300 million.

Mr. BIAGGI. Yes, but aside from the estimates-I am not going to
get into that because that becomes a very immaterial thing from
our perspective-how about the timeframe? How do you deal with
5 and 6 years--

Mr. BRIGGS. I don't know who he could have talked to, but I
cannot imagine it taking 5 years. It doesn't take that long, I don't
think, to build a nuclear aircraft carrier. I don't know what kind of
ship he had in mind.



166

pMr. BIAGGI. You talked about ball park figures for the ship you
plan to build. What are they? Are you at liberty to say? If it is
business, I won't ask you.

Mr. BRIGGS. I would like to respond, Mr. Chairman, as complete-
ly as possible. However, inasmuch as we are asking yards to come
to us with some bid estimates, I would hate to lead them into an
area that we might have inflated.

Mr. BIAGGI. No problem, what service do you plan to put this
vessel in?

Mr. BRIGGS. Our first ship will be operating out of Galveston,
Tex., and it will serve the New Orleans-Gulfport area on one
cruise, for example. Then it will go south on another cruise profile
to south Texas, South Padre Island, on down through some Mexi-
can ports, possibly Tampico, without question, Veracruz and the
Cancun-Cozumel complex. That area of the Gulf of Mexico is where
the first ship will operate, probably year round.

Our second ship will be operating on probably the east coast.
Mr. BIAGGI. Therefore, you are really not duplicating the entire

Cruise America proposal, are you?
Mr. BRIGGS. I believe not their entire proposal. Of course, the

way I read their projected routes, they apparently intend to oper-
ate all over the United States. I don't know where they would stop.
Now we have the Great Lakes, both coasts, the Gulf of Mexico.
Therefore, they do plan to operate in the Gulf of Mexico, according
to their written statement.

Mr. BIAGGI. That is where you plan to go, right?
Mr. BRIGGS. Yes, sir; our plans are to operate in the Gulf of

Mexico.
Mr. BIAGGI. If the Cunard vessels were prohibited from engaging

in the area in which you plan to engage, would that lessen your
opposition to the bill?

Mr. BRIGGS. It would be better than allowing them to do that, if
the bill were to go through. I am not sure that it would materially
lessen my opposition to the bill, but it would certainly be a tempo-
rary relief.

Mr. BIAGGI. I don't understand you. You testify that you want to
get into this business and you talk about a specified area. The
reason that you might be inhibited is because, if this bill were to be
enacted, there would be competition. Therefore, let's assume that
we eliminate that direct competition. Then what objection will you
have to the bill?

Mr. BRIGGS. Well, your cruise line traffic comes from all over the
United States for any ship. I mean, people crisscross each other.
Therefore, it is just that they would still be out there as a competi-
tor, with a piece of equipment that costs substantially less than
ours, and the amortization of it affects their ability to price their
cruises accordingly, so they would still be competition wherever
they were.

Mr. BIAGGI. Well, if you are talking about competition in cruises,
you have them in Hawaii and you have them in the inland waters,
as someone testified. I am not so sure that it really would have
that much effect on you.

Let me ask you this one question. I think you have responded,
you have given me the answer, but I would like it in response to
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my question for the record. If we enacted this bill, how would it
affect your financing?

Mr. BRIGGS. It would affect it adversely, because of the fact that
our economic feasibility is based on amortizing equipment that
costs substantially more than these Cunard vessels would cost in
this proposed sale. I have heard $100 million-I don't know what it
is-for the two ships. Therefore, they would be out there.

We think that representing ourselves as an American-flag cruise
line is very valuable to us. We think that the Americans are finally
beginning to realize that some of our basic industries have been
damaged very severely by foreign competition and Americans' will-
ingness to buy foreign things and to do with foreign things. There-
fore, when we tell the United States of America that we have a
U.S.-flagship, we think it means a lot. It would also mean a lot to
Cruise America to say, "We are a U.S.-flag cruise line," but then
they have $50 million apiece in these ships which enables them to
compete with us on an unfair basis, because they are imported
ships.

Mr. BIAGGI. Did I hear you say your financing was in place?
Mr. BRIGGS. The financing is generally in place. We have a pro-

gram for financing, but I might point out that Barry Snyder in his
Bulkfleet program established his company exactly the same way
we are establishing ours. I don't represent that we have our financ-
ing nailed down, but we have people ready to involve themselves
financially in this project.

Mr. BIAGGI. All right. You will have to excuse us. We will have a
10-minute recess in order to vote.

Mr. BRIGGS. Thank you, sir.
[Recess taken.]
Mr. BIAGGI. The meeting is called to order.
Mr. Fields.
Mr. FIELDS. For the record, let me just thank the chairman for

recognizing me, and at this point I am going to defer questions
until the chairman does return.

I would like to begin by asking unanimous consent, I referred to
a letter earlier, with the previous panel, from American Flagships,
dated June 22, and I would like to ask unanimous consent that this
be included in the record.

Mr. BIAGGI. Without objection, so ordered.
[Material follows:]

AMERICAN FLAGSHIPS,
June 22, 1983.

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine, House Office Building, Annex No. 2,

Washington, D.C.
DEAR MR. CHAIRMAN: American Flagships, Inc. has filed a Title XI application

with the Maritime Administration pertaining to the construction of two new domes-
tic built passenger vessels. The ships are to be built as twin screw passenger vessels
with a displacement at full load draft in excess of 40,000 long tons. Classified by the
American Bureau of Shipping for Unresticted Services, certified by the United
States Coast Guard as passenger vessels for international voyages, the vessels will
be operated in accordance with 46 CFR 70 Subchapter H.

These vessels will be operated by American Flagships as passenger ships with
cruise itineraries on the east and west coasts of North American with northern
ports-of-call in the summer months and southern ports-of-call in the winter. Compet-
ing within the leisure time industy for discretionary expenditures, said ships would
be adversely impacted by any foreign built vessels permitted to operate coastwise
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itineraries. Within the cruise industry all ships compete for the same consumer's
discretionary expenditure, it is not comparable to the cargo industry where the
market is segmented into a pattern of trade routes.

Within the last year passage of legislation permitting business convention deduc-
tions on U.S. flag cruise ships encourages penetration into the corporate meetings
market by U.S. flag cruise ships. This new corporate meeting market is a large
target that has influenced American Flagship's decision to build two U.S. flag ves-
sels and provides an impetus to the revitalization of United States passenger ships.
Nullifying existing law, by permitting the entrance of foreign built ships into this
new market, is counter productive to the interests of the domestic maritime indus-
try. No investment banking firm is going to generate funds for the construction or
refurbishing of U.S. flag ships that will have to compete in the domestic market
with less expensive subsidized foreign built ships.

All of the senior management team of American Flagships have recently held
similar senior positions with foreign cruise lines, our knowledge and experience in
the cruise industry prompted this endeavor by American Flagships to build the first
passenger ships in United States shipyards in over 25 years. Both of these ships will
require approximately 6,000,000 direct labor man hours to construct and will pro-
vide year round employment for 1350 crew members.

Approval of H.R. 2883 acts as a major deterrent to four American companies
moving ahead with the refurbishing and construction of U.S. flag vessels.

United States shipbuilders and the merchant marine industry needs the support
of the Subcommittee on Merchant Marine in denying to admit certain passenger
vessels to the coastwise trade as proffered by this bill.

Sincerely,
JOSEPH L. GREENWELL, President.

Mr. FIELDS. Mr. Snyder, I would like to ask you a question. You
know there has been much debate from this committee as to
whether a ship can be built by Americans in American shipyards
and yet be competitive, and it is my understanding that you have
done that. Could you give us just a brief history of what you have
done? I am talking about with Bulkfleet.

Mr. SNYDER. Yes, sir, I understand.
In 1976 I commenced the design and shipyard solicitation for the

construction of two dedicated tank vessels, and in 1979, after 3
years of exploratory work, we executed contracts for the construc-
tion of two 28,000 deadweight ton tank vessels in American ship-
yards. The tank barges themselves, which are all U.S. Coast Guard,
ABS Maltese Cross, A-i, were constructed at General Dynamics in
Quincy, Mass., and the tugboats of 8,000 horsepower, using heavy
fuel, medium speed diesel engines, were constructed at J. Ray
McDermott in Morgan City, La.

The time from the commencement of the specifications and the
drawings until the completion was approximately 19 months. We
delivered them, delivered the barges in 1980, in December; deliv-
ered the tugs in May and June 1981; and we have been operating
with American crews, domestic, coastwise, and some foreign ports,
since that time, in U.S. commerce, delivering petroleum products
from Portland, Maine, New York, Massachusetts, Rhode Island, all
the way down the coast, the Carolinas, Florida, Louisiana, and
Texas, and in the Caribbean and the Bahamas.

The vessels were built at a total cost of $45 million. The financ-
ing was put together with the U.S. Maritime Administration,
which at that time was a part of the Department of Commerce, and
it was put together with a limited partnership program using title
XI guarantees, for which we were approved for the project in total
for 35 million dollars' worth of bonds. The vessels have been oper-
ating since, and they are profitable.
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Mr. FIELDS. One of the points that is made over and over is that
a ship that is built in American shipyards is so expensive that a
company that operates those ships cannot meet its debt service.
Are you meeting your debt service?

Mr. SNYDER. Yes, sir, we are meeting our debt service.
Mr. FIELDS. I know you can't really compare apples and oranges

but how much steel was used in those ships, American steel?
Mr. SNYDER. We used, between the tug and barge in combination,

there are approximately 6,000 tons of steel used for those two
units, so that for two units it would be 12,000 tons.

Mr. FIELDS. Do you have any idea how many American workers
it took to build those ships?

Mr. SNYDER. At Quincy, Mass., during the construction period
there were approximately 1,500 workers in the yard that were in
one way or another attached to the vessels, and in J. Ray McDer-
mott there were about 500 people that were employed, so it is
about 2,000 people.

Mr. FIELDS. What is your role with Contessa Cruise Line?
Mr. SNYDER. There is a joint role. I personally own one-third of

the Contessa Cruise Line, Inc., corporation, and my corporation,
Bulkfleet Inc., out of Houston, is going to be the operator for the
ships.

Mr. FIELDS. I guess what I am really trying to elicit through this
line of questioning is that, you know, you do have some background
in the funding and in the design stage and actually bringing the
ships on line from American shipyards. Again, while you may not
be able to compare apples and oranges, at least you have gone
through the gamut using American yards to add ships to our fleet.

Mr. SNYDER. There is no doubt in my mind, either financially or
constructive capability, that these vessels can be delivered from
U.S. yards, and they can be delivered on time, and it will not take
anywhere near the amounts of time that we have heard presented
to us this morning. I think Mr. Briggs' assumption of 18 months to
2 years for project completion is fairly reasonable. Ours was done,
and our vessels were fairly substantial units-certainly they
weren't passenger ships-but they were built, from the time we
laid the keel until the time we delivered them, actually that con-
struction period took less than a year.

Mr. FIELDS. Mr. Briggs, I left because there was a vote on. I want
the record to reflect that is why I didn't hear your entire answer,
but the chairman was asking you if you might have a change of
position if Cruise America was not in direct competition with you. I
didn't hear your entire answer, but I was going to ask a variation
of the question.

That is, is one of your concerns that while Cruise America might
not be in direct competition, that some foreign-built ship in the
future might see an opportunity to move into what you feel is a
profitable area and consequently come back to this committee and
ask for another exemption, and therefore have an impact not only
on your particular situation but situations in the future, and par-
ticularly impact your possibility of financing?

Mr. BRIGGs. Well, Mr. Fields, without even considering the
future-yes, the future would bother me-but without considering
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the future, the Cruise America proposal, were it enacted into law,
would affect our financing in this fashion:

We have to, before we can solicit financial participation in a
project, we have to prepare a private placement document that de-
scribes the project to the satisfaction of the Securities and Ex-
change Commission, and that document must state what possible
risk factors impact upon the project. We would have to state, there-
fore, that on a certain date Congress enacted a law that permitted
the importation of two foreign ships that would be in competition
with this vessel. That would have to be placed right on this docu-
ment, even if it weren't public knowledge, which it would be.

Therefore, without considering the future implications of what
might happen, and of course they worry us, that very fact would
indeed affect the judgment of anyone being asked to look at this as
an investment vehicle for themselves. The private placement docu-
ment disclosure would, if they didn't learn about it from some
other source, would have to come from us, that here is a risk. We
have competition with two ships that cost a fraction of what we are
going to spend for ours, and their debt service would therefore be
less. They can charge less for their cruises.

Mr. FIELDS. In your testimony you talk about some feasibility
studies and economic analysis. Who did these, and does this repre-
sent a major investment on your part?

Mr. BRIGGS. Well, as far as a major investment, it is compara-
tively small. Less than $20,000 has been spent on those kinds of
studies. That certainly isn't a big investment, but qualified people,
including our law firm in Houston, Foreman and Dyess, has some
people who deal with economics and they have involved themselves
in this, and there is another. I would say less than $50,000, $45,000,
so as an expense to the project it is not enormous, but the facts are
rather easily ascertained that this business is viable.

Mr. FIELDS. Well, I asked that question because the seriousness of
your efforts, you know, have been questioned. Also I was going to
ask you about your plans that are being drawn by the Giannotti
firm. Does this represent a major investment for you?

Mr. BRIGGS. Well, we have spent with Giannotti and Associates
over $250,000 up to now, and that is again just a small part of what
we will spend with them as they proceed through this design proc-
ess. Designing a cruise ship or any other kind of ship is a rather
expensive undertaking. However, since I have been in Washington
I have not concerned myself with whether anybody thought this
was a viable project. Up until now it wasn't necessary that I con-
vince anyone. In fact, we were happy to keep the project quiet as
long as we could.

However, these expenditures began some time ago. Certainly it
was not prompted by any opposition to this. I first learned of this
H.R. 2883 on Tuesday a week ago.

Mr. FIELDS. Are you telling this committee that up to this point
you have spent or will spend, from what you just mentioned, over
$275,000--

Mr. BRIGGS. Well, probably closer to $300,000, I would say.
Mr. FIELDS. Mr. Chairman, I have no further questions.
Mr. BIAGGI. I have no questions. I want to thank you for your

testimony.
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Well, maybe I should come back to the question of where you
intend to place your vessels. Would you tell this committee once
again the area that you intend to service?

Mr. BRIGGS. Yes, sir, with the first ship. Of course, our plans, you
have to understand, we have maybe 9 months to solidify our itiner-
ary before we begin printing brochures and making solid route
commitments, but our initial plans for this first ship are that it
will operate year-round out of Galveston, serving Gulfport, Miss.,
and New Orleans in one direction, and Tampa, Fla., and Key West
in the gulf. It will, in the other direction, serve the Corpus Christi
to Veracruz, Mexico, route, and also Cancun-Cozumel in Mexico.
That is generally the route as we see it right now.

Our second ship would be placed on the east coast, we are fairly
certain, probably in the Miami area, and work northward.

Mr. BIAGGI. Pardon me? I see. Therefore, you intend to go
beyond the gulf?

Mr. BRIGGS. Sir?
Mr. BIAGGI. You intend to go beyond the gulf?
Mr. BRIGGS. Yes. Of course, Cozumel would be considered a Car-

ibbean port, the Cancun-Cozumel, and then also Key West, Fla.
Mr. BIAGGI. Are you going up the east coast?
Mr. BRIGGS. Not with this first ship. I doubt that it would serve

the east coast. The second ship would be based in Miami, probably.
Mr. BIAGGI. When do you think the second ship could come on

line?
Mr. BRIGGS. Probably, Mr. Chairman, we will start the second

ship before the first one is finished.
Mr. BIAGGI. Therefore, you are talking about 4 years?
Mr. BRIGGS. No. The first one will be finished in 2 years, and per-

haps the second one would be started in a year, so that would be a
year from now, about next June or July. Therefore, that would
mean 11/2 years from then, the beginning of 1986.

Mr. Chairman, one thing I would like to say. I had an opportuni-
ty during the recess to talk with my naval architect, and we talked
about this delivery time situation. He has been informed by more
than 1 yard now that the 18-month construction estimate or the re-
quest that we made for that delivery period does seem quite achiev-
able.

In fact, I asked him where could a 3- or 4-year estimate come
from. He explained to me that up until the recent shipbuilding de-
cline a year or two ago, most yards had so much work that they
had to schedule you into a slot. Their engineering departments
were consumed with other projects and so, therefore, the delay.
However, we have had no problem getting confirmation that we
can get our vessel out in 18 months.

Mr. BIAGGI. You are going to be looking for a yard that will be
devoting its entire attention to your ships, right?

Mr. BRIGGS. Excuse me, sir?
Mr. BIAGGI. You will be looking for a yard that will be devoting

its entire attention to your ships?
Mr. BRIGGS. Yes, absolutely, or at least has the capacity to apply

themselves to it without convict.
Mr. BIAGGI. Part of your statement says U.S. shipbuilding costs

have plummeted. How did that happen?

25-905 0 - 84 - 12
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Mr. BRIGGS. Well, in the first place employment at the shipyards,
the decline in business has made them much more competitive.
The employment posture at shipyards has undergone some adjust-
ments favorable to shipbuilders. By that I mean that we have been
told by yards that, in consultation with their union, if we would
indicate that if that yard could be competitive we would let them
bid our ship. We have stated we would, in which event they have
gone to their unions and said, "Can you make some concessions to
us? We can get a big job here and hire about 1,500 or 2,000 people."
The unions have been, on at least one occasion that I have a direct
knowledge of, the union said "We will cooperate to make our yard
more competitive."

Therefore, there are those factors. Further, steel costs have gone
down because of competition and the lack of steel sales. All of these
things have impacted upon shipbuilding costs favorably to the ship-
builder. Actually, Mr. Chairman, right now is a very opportune
time for U.S. firms to enter the cruise ship business because of all
of the factors that impinge upon the cost of getting a ship in oper-
ation and the flourishing nature of the business, and we are taking
advantage of that opportunity.

Mr. BIAGGI. You say you spent some $275,000 so far?
Mr. BRIGGS. Yes, sir.
Mr. BIAGGI. When did you start spending it?
Mr. BRIGGS. Beginning first in about February, probably the

latter part of January or February, the first investment in this
project was made.

Mr. BIAGGI. When did you first hear about the Cunard Princess
and Countess?

Mr. BRIGGS. I heard it not more than 3 weeks ago, about mid-
week 2 weeks ago. It just came out in a conversation, and I then
made some inquiries and learned this was in progress.

Mr. BIAGGI. You are in the shipping business and you just heard
about these two vessels 3 weeks ago?

Mr. BRIGGS. That is right. I am pretty well consumed in my
duties as the chief executive officer of Contessa, and rely on other
people to bring me this kind of information, which they did, but
not nearly as timely as I would have hoped.

Mr. BIAGGI. Well, your architect should have known about them.
All the people concerned with the whole undertaking should have
known about them. The minute they saw it someplace it should
have lit a red light or set off a major alarm.

Mr. BRIGGS. I couldn't agree with you more.
Mr. BIAGGI. You know, looking at this date of Contessa's incorpo-

ration, which is 3 days after the bill was introduced, and the bill
wasn't introduced until we had some considerable discussion, it
would lead a less sophisticated individual to conclude that they are
related, these dates.

Mr. BRIGGS. Well, I can assure you, Mr. Chairman, that there
was no relationship.

Mr. BIAGGI. Then you tell me you didn't hear about it until 3
weeks ago. It is very difficult to understand that development,
really. You are talking about a whole group of people embarked on
a major undertaking, sensitive to everything that concerns this
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area, and nothing is said or done about it or heard about it until 3
weeks ago. That kind of challenges my sense of credulity, really.

Mr. BRIGGS. Well, the matter of the incorporation being coinci-
dental to the date of the introduction of the bill would no doubt
further enhance your curiosity. I can understand that, Mr. Chair-
man.

We were in no hurry to get incorporated, and we let our lawyers
dilly-dally around and explore the various means, vehicles, by
which this company could be launched. It just was a coincidence, I
assure you, that those dates concide so closely.

Mr. BIAGGI. Is there anything else?
[No response.]
Mr. BIAGGI. All I can say is, thank you very much, gentleman.

You only made our problem more difficult.
Mr. BRIGGS. Well, thank you very kindly. It was considerate of

you to let us present our views.
Mr. BIAGGI. The committee will stand in recess.
[Whereupon, at 1:23 p.m., the subcommittee recessed, to recon-

vene at the call of the Chair.]
[The following was submitted for the record:]
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SUBJECT: H.R. 2883, A BILL TO ALLOW THE CUNARD PRINCESS AND THE
CUNARD COUNTESS, FOREIGN-FLAG VESSELS, TO BE DOCUMENTED
AS VESSELS OF THE UNITED STATES AND TO TRANSPORT
PASSENGERS IN THE COASTWISE TRADE

H.R. 2883 was the subject of two days of hearings (June 15
and June 23). A Markup Session, held on July 13, was terminated
after approval of a Motion to Postpone offered by the Honorable
Gene Snyder, Ranking Minority Member of the Subcommittee.
Discussion of the motion centered on a number of issues that some
Members believed needed further exploration.

Because of those questions, the Majority and Minority staffs
of the Subcommittee were directed to provide background
information, analyze the relevant issues, and report on recent
developments.

BACKGROUND

The U.S.-flag passenger cruise industry has declined over
the past two decades to a point where it is almost nonexistent.
In the late sixties, there were 20 active passenger and
passenger/cargo vessels flying the U.S. flag. Today, there are
only two large U.S.-flag luxury passenger vessels operating in
the coastwise trade or in the foreign commerce of the United
States (SS CONSTITUTION and SS INDEPENDENCE). Four smaller
vessels -- operated by Exploration Holidays and Cruises, Inc.,
principally on the West Coast and Canada, have an 88-passenger
capacity. Delta Lines, Inc., operates four Magdalena-class
combination passenger/cargo vessels, each of which can
accommodate up to 100 passengers. American Cruise Lines, Inc.,
operates four vessels on the East Coast; the passenger-carrying
capacity ranges from 56 to 145 passengers. Other passenger
services, not of the luxury cruise ship variety, include:
limited accommodations aboard cargo ships for up to 12 passengers
per vessel; two steamboats providing cruise service on the
Mississippi and Ohio Rivers; as well es other small passenger
ships in the coastwise trade.
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The cruise ship business in general has experienced growth
over the years. Foreign-flag vessels have filled the void
created by the demise of the U.S.-flag passenger ship fleet and
the concurrent increase of interest in "Loveboat* cruises. The
expansion of the industry was confirmed by a 1980 study prepared
for the Maritime Administration by Centaur Associates, Inc.
entitled, "An Analysis of the North American Cruise Industryw.
The study found that the number of passengers embarking at U.S.
ports grew from 590,000 in 1970 to over 1,000,000 in 1978. The
study also revealed that, in 1980, 49 ships were serving the U.S.
markets and it projected that, by 1985, 61 vessels would be
sailing from U.S. ports. According to the Journal of
Commerce,('Cruise Traffic Posts Large Gains at Port"of Miami",
April 23, 1982, P.2-c), in 1981 more than a million and a half
persons sailed on cruises originating in Miami, Florida, and paid
one and three quarter billion dollars.

There are several reasons for the decline of the U.S.
passenger cruise industry. The cost of building a passenger
vessel in a U.S. shipyard is higher than in foreign yards. Since
the last large passenger vessel was built in the U.S. in 1958, no
shipyard has actual detailed figures immediately available on the
costs involved. It is difficult today to compare costs in a U.S.
yard to actual costs in its foreign counterpart because of a
number of factors, including the fact that many foreign
governments own, heavily subsidize, or provide attractive tax and
other incentives to shipbuilders. These direct or indirect
subsidies distort the true cost picture. Another factor that
makes U.S. passenger cruise ships noncompetitive is the great
disparity between U.S. and foreign crew wages and benefits.

Recognizing the depressed state of the Ulrites States-flag
passenger cruise industry, the Committee on Merchant Marine and
Fisheries has considered and reported out several bills allowing
vessels not qualified to engage in the coastwise trade to enter
or reenter that trade. In 1979, a bill was enacted that removed
statutory impediments from the the U.S.-built vessels OCEANIC
INDEPENDENCE, UNITED STATES, SANTA ROSA, MARIPOSA, and MONTEREY
and allowed them to be documented as vessels of the United States
and to enter the coastwise trade (Public Law 96-111). Last year,
Private Law 97-13 was passed which permitted the documentation of
the OCEANIC CONSTITUTION as a U.S.-flag vessel once again and
granted it coastwise privileges.

INDEPENDENCE AND CONSTITUTION

The INDEPENDENCE and the CONSTITUTION are presently cruising
in the Hawaiian Islands.
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UNITED STATES

The UNITED STATES was a part of the National Defense Reserve
Fleet prior to being sold to United States Cruises, Inc. (USCI)
for $5 million. After lengthy deliberations by the Department of
Defense, considering whether the Department would requisition the
vessel as a hospital ship in the Rapid Deployment Force, DOD
decided in August of 1982 that it would not requisition the ship.
Mr. Richard Hadley, President of USCI, has been negotiating for
some months with U.S. shipyards to renovate the UNITED STATES.
Until recently Bath Iron Works was the most likely candidate to
perform the work. Representatives of Bath have advised Committee
staff that it would cost between $100 and $150 million dollars
and between two to two and one-half years to do the job.
However, USCI has apparently broken off negotiations with Bath
and entered into discussions with Tacoma Shipbuilding about the
renovation of the ship.

SANTA ROSA

Vintero Corporation, owner of the SANTA ROSA, has been
bottled up in legal suits with the Venezuelan government since at
least the mid-1970's. On July 8, 1983, the 2nd Circuit Court of
Appeals affirmed a lower co'Art decision in Vintero's favor. Mr.
Vincent De Lyra, President of Vintero, advised that he still
intends to repair and renovate his ship and that he will have
this vessel in a shipyard by September 15. He has not, as of
September 7, signed a contract with any yard to perform the work.
The vessel is located ,it Pier 12 in Baltimore at the present
time.

MARIPOSA

The MARIPOSA is owned by American World Line(AWL); Conrad
Everhard is Chairman. In the middle of July the Maritime
Administration approved an application submitted by AWL to sell
the vessel to Jingjiang Shipping Co. of Shanghai and to transfer
its registry to the People's Republic of China. The Chinese
plan to use the vessel in passenger and cargo trades in the South
and East Coast China Seas.

MONTERREY

James L. Kurtz testified at the June 15 hearing on H.R. 2883
that he had *solidified' an arrangement with American Maritime
Holding, Inc. to acquire their stock, and that he had the
financing arranged through Switzerland to a U.S. company. Mr.
Kurtz testified that the financial arrangements would be in place
by the end of June. Staff contacted Mr. Kurtz on September 7 to
check on whether the June target date had been met; according to
one of Mr. Kurtz's assistants it had not. The efforts to nail
down the financing are "moving along. He expects finalization
of arrangements very soon.
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PURPOSE OF THE LEGISLATION

H.R. 2883 would allow the CUNARD PRINCESS and the CUNARD
COUNTESS to be documented as vessels of the United States and to
transport passengers in the coastwise trade.

U.S. cabotage laws reserve the carriage of merchandise and
the transportation of passengers between coastwise ports in the
United States to coastwise-qualified vessels. A coastwise-
qualified vessel is one that was built in and documented under
the laws of the United States, and is crewed by Americans.
Vessels that are prohibited from engaging in this trade include
foreign-flag vessels, U.S.-flag vessels receiving subsidies, and
U.S.-flag vessels built in foreign shipyards. Both the CUNARD
PRINCESS and the CUNARD COUNTESS were built abroad, and are not
allowed to engage in the coastwise trade.

There are a number of statutes that comprise the body of
U.S. cabotage laws. Three are of immediate relevance to the
passenger cruise trade and this legislation. The Act of June 19,
1886 (24 Stat. 81; 46 U.S.C. 289) prohibits foreign vessels from
transporting passengers between ports or places in the United
States -- either directly or by way of a foreign port.

The second applicable statute is the Vessel Documentation
Act (94 Stat. 3453; 46 U.S.C. 65), which provides that a vessel
of at least five net tors that is not registered under the laws
of a foreign country, is eligible for documentation if certain
ownership requirements are satisfied. In addition, the Act
prescribes certain requirements for issuance of a coastwise or
Great Lakes license -- including a requirement that the vessel
must have been built in the United States.

The third law of immediate relevance is the Jones Act
(section 27 of the Merchant Marine Act of 1920; 46 U.S.C. 883).
The Jones Act requires that a vessel engaging in the coastwise
trade must be built in, documented under the laws of, and owned
by citizens of, the United States. While on its face the Act
pertains to the transportation of cargo between coastwise ports,
the U.S. Customs Service has interpreted this section to be
applicable to the transportation of passengers as well as cargo.

Mr. Robert Lambert is President and principal owner of
Cruise America Line, Inc., prospective owners and operator of the
Cunard vessels. Prior to seeking legislative relief he
attempted, through administrative means, to secure coastwise
trading privileges for the PRINCESS. On December 15, 1982, he
requested Secretary of Defense Caspar Weinberger to recommend a
waiver of compliance with applicable laws in the interest of
national defense -- pursuant to the Act of December 27, 1950 (64
Stat. 1120). Mr. Lambert said in this letter that the PRINCESS
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would place a modern, shallow-draft, high-density, high-speed
passenger ship -- capable of serving as an auxiliary to the Navy
at the disposal of the government in times of national emergency.
The Department of Defense did not request a waiver of the
coastwise laws, saying there 'would be no direct clear benefit to
national defense as a result of granting the waivers.

Since the Customs Service is the agency charged with the
responsibility of administering the provisions of law concerning
passenger vessels in the coastwise trade, Cruise America advised
Customs of its waiver petition pending before the Secretary of
Defense. Customs then contacted the Maritime Administration for
its comments. MARAD recommended that the waiver request be
denied, but at the same time acknowledged the importance of the
questions that the waiver request had raised concerning the
potential use of high-speed vessels in a national emergency --
and the policy to be followed with regard to the procurement of
those vessels. The agency suggested that the most appropriate
process for addressing these questions is the legislative one.

In a letter to Mr. Lambert dated May 6, 1983 denying the
request, the Customs Service said that, after consideration of
all aspects of the matter, it was unable to determine that the
waiver was necessary in the interest of national defense.

This waiver denial is not dispositive of the issue of
whether these vessels could be used in time of conflict. Waivers
of this nature are granted sparingly and only in response to an
immediate and specific need. Since the United States is not
involved in any conflict there is no present military need for
these vessels.

Despite the denial of the Administrative waiver, the
question of whether a passenger ship would be useful to the
military during wartime remains. A spokesman in the
Congressional Liaison Office of the Navy's Military Sealift
Command said that a U.S.-flag commercial passenger vessel would
indeed provide defense benefits. A spokesman in the Navy's
Office of Legislative Affairs concurs in this conclusion. One of
the lessons learned from the Falkland Islands conflict was the
value of vessels that can serve as offshore dormitories and
hospital ships where there are limited on-shore facilities for
housing troops. These ships are necessary where airlift planes
cannot land to deliver troops. They also provide valuable
support capabilities, since their facilities can be used for food
preparation. The MSC spokesman further said that the U.S.
commercial fleet is deficient in this area. Presently, there are
only three vessels that could serve as off-shore dormitories or
troop ship vessels, two operating in the Hawaiian Islands trade
and the UNITED STATES
in Norfolk, which is slated for renovations.
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The CUNARD COUNTESS is currently an asset of the NATO
shipping pool. The CUNARD PRINCESS is not, since the Bahamas is
not a signatory to the NATO Treaty. In a time of military
necessity, NATO vessels would not have the same availability as
would U.S.-flag vessels. This issue was addressed by Vice
Admiral Kent J. Carroll, USN Commander, Military Sealift Command,
in a statement before the Merchant Marine Subcommittee on the
importance of the U.S. merchant marine to this nation's strategic
mobility, March 2, 1983.

In a conflict involving NATO, there is a standing
commitment that the United States can count on a
minimum of 400 dry cargo merchant ships from European
NATO nations, but that's only for NATO
reinforcement... emphasiss added)

NATO vessels then, are available only where a NATO theater
is involved, and then, presumably, only where these ships are not
being used by their flag nation. Unless the foreign-flag vessel
is U.S.-owned, or is lying idle within the territorial
jurisdiction of the U.S. (50 USC 196), the U.S. has no authority
to requisition NATO vessels as it has with respect to U.S.-flag
vessels. Access to these vessels depends on the cooperation of
allies.

DESCRIPTION OF THE VESSELS

The CUNARD PRINCESS (built in 1977) and the CUNARD COUNTESS
(built in 1976) are sisterships. Both vessels were designed to
meet American Bureau of Shipping (ASS) standards and were built
by Burmeister & Wain of Copenhagen, Denmark. The CUNARD PRINCESS
isregistered in the Bahamas, and the COUNTESS is of British
registry. They are owned by Cunard Line Limited. The following
facts are common to both:

- gross tonnage 17,586
- length 536 feet, 7 inches
- width 74 feet, 8 inches
- draft 18 feet, 8 inches
- cruising speed 20.5 knots
- passenger capacity 900 plus

The CUNARD PRINCESS has been operating between Alaska and
Canada of late. She has also cruised in the Caribbean Islands.
The COUNTESS sailed in the Caribbean Islands prior to being
commissioned by the British Government as a troop and support
personnel shuttle during the Falkland Islands conflict. She was
recently remodeled at the Malta Drydocks for the current owners,
Cunard Line. The remodeling had a two-fold purpose: to remove
the military features installed for the ship's service during the
Falkland Islands conflict; and to repair and replace certain
facilities and features of the ship. For example, prior to being
taken for service in the Falklands, the ship had been scheduled
to have its diesel alternators replaced by four new generators.
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During the time the ship was under the control of the military,
it spent eight months at sea receiving fuel and provisions by
transfer from other ships. It received no maintenance at all and
was in a badly deteriorated condition when it was returned to
Cunard Line. The total cost of the work has been reported by
Cunard Line to have been $4.5 million. The ship was brought to
Malta on May 4th and work was completed on June 16th.

During the hearing, Mr. Lambert indicated that each Cunard
ship would require about $5 million in work for conversion to
U.S. standards and the work would be done in U.S. yards. The
remodeling of the COUNTESS does not obviate the need for the
additional work to meet the Coast Guard standards. In fact, the
work done in Malta, in part, was in response to U.S. Public
Health Service requirements for foreign-flag ships calling at
U.S. ports, which are different from the requirements for
U.S.-flag ships. She has recently begun service in the
Caribbean.

The company that plans to operate the vessels (Cruise
America Line, Inc.) states that it has an option to purchase them
contingent upon authority being granted to operate the ships in
the domestic commerce and coastwise trade of the United States.

LEGISLATIVE ACTION

H.R. 2883 was introduced by the Honorable E. Clay Shaw on
May 3, 1983. An identical bill (S. 1197) was introduced in the
Senate by the Honorable Ted Stevens on May 3, 1983.

The bill was referred to the Committee on Merchant Marine
and Fisheries and subsequently to the Subcommittee on Merchant
Marine.

A hearing was held on June 15, 1983, and supporter witnesses
included the Honorable E. Clay Shaw; and representatives of the
following: Cruise America Line, Inc.; Seafarers International
Union; District 2, Marine Engineer's Beneficial Association; Port
Authority of New York and New Jersey; City and County of San
Francisco; Transportation Institute; American Society of Travel
Agents; and OP Ship Limited.

Opponents included representatives of United States Cruises,
Inc.; Vintero Corporation; American Waterways Shipyard
Conference; and Mr. James L. Kurtz.

A second day of hearings was scheduled on June 23,
especially to accommodate opponents of the measure who
represented the National Maritime Union; International
Organization of Masters, Mates, and Pilots; and Contessa Cruise
Line, Inc.
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POTENTIAL OPERATORS

There have been two companies predominantly involved in the
consideration of this legislation. Cruise America Line, Inc., and
Contessa Cruise Line, Inc. The following is a thumbnail sketch
of the companies and their principal representatives.

CRUISE AMERICA LINE, INC.

Cruise America Line was incorporated in Fort Lauderdale,
Florida. The company was formed for the purpose of purchasing
vessels to operate in the cruise business. Its President and
principal owner is Robert L. Lambert. He is a mortgage banker,
developer of large commercial and residential properties, and a
maritime business consultant. The Mayor of Fort Lauderdale
wrote the Subcommittee about Mr. Lambert and mentioned that he
had been a resident of that city since 1939. He has been
actively involved in community, civic, and marine-oriented
activities.

Members of the Board of Cruise America include: Hans J.
Hvide, Chairman of the Board of Hvide Shipping Incorporated. He
has been involved in shipping since 1935. F.G. Walton Smith,
Ph.D., Dean Emeritus, Rosenthal School of Marine and Atmospheric
Science, University of Miami. He has been involved with marine
and ocean research since 1940. Guy B. Bailey is president of Cat
Cay Associaties. He has been involved with a variety of
businesses including land development, contracting, manufact-
uring, operating LPG ships, and marine hardware distribution.
Marshall P. Keating, a lawyer since 1955, has worked at a New
York firm specializing in maritime law. Most recently he has
worked as Counsel to the Liverpool and London Steamship
Protection and Indemnity Association, Ltd., insurers of a
substantial portion of passenger lines.

Mr. Lambert testified at the June 15 hearing that prior to
his efforts to purchase and reflag the Cunard vessels he looked
into the feasibility of building a vessel in the United States.
He said he had received estimates of $250 and $400 million from
two major shipyards, Bath Iron Works and Todd Shipyards,
respectively.

CONTESSA CRUISE LINE, INC.

Mr. Dudiay R. Briggs is the President of Contessa Cruise
Line, Inc., headquartered in Houston, Texas. Mr. Briggs is a
retired commercial airline pilot. His experience subsequently
has been primarily in various sales enterprises including being a
U.S. sales manager for two Danish firms involved with marine
services. Contessa, incorporated on May 6, 1983, was formed as a
joint venture with Bulkfleet Marine Corporation also from
Houston. The President of Bulkfleet is J. Barry Sny-ler.
Bulkfleet owns and operates tug/barge units in the coastwise
trade.
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At the June 23 hearing, Barry Snyder testified that he
personally owned one third of Contessa Line. Bulkfleet, Inc.
was to have been the operator of the ship. In a letter to the
Chairman of the Subcommittee dated August 9, 1983, Barry Snyder
advised that Bulkfleet had withdrawn from the Contessa venture.
He has been attempting to secure the return of his investment in
Contessa but has not been successful.

He further advised the he is strongly committed to building
a cruise ship fleet and operating those vessels in the domestic
trade. His company is studying the cruise ship market and is
preparing a detailed analysis of the elements necessary and
whether it is feasible to support a U.S.-built vessel, crewed by
American seamen in the Jones Act trade.

Contessa is proposing to build in the U.S. a large
*state-of-the-art* passenger cruise ship, 543 feet long, with an
80 foot beam, carrying 784 passengers and a crew of 300. The
long-range plans of the company are to look at a national effort
involving possibly as many as six ships by the end of the decade
cruising along the entire U.S. coastline.

The first vessel is to operate year round out of Galveston,
Texas, servicing Gulfport, Mississippi; New Orleans, Louisiana;
Tampa, and Key West, Florida. In the other direction, it will
serve the Corpus Christi, Texas to Veracruz, Mexico route and
Cancun-Cozumel, Mexico.

Contessa Cruise Line has a number of individual stockholders
and the company is presently negotiating with a nationally-known
investment firm on various aspects of the financing of the
proposal. In addition, they plan to offer limited partnerships
and are developing a package to send out to prospective partners.
They also will be filing in October an application with the
Maritime Administration (DOT) for a Title XI loan guarantee. In
terms of future financial stability, the company is looking
closely at the convention trade as a major source of operating
income.

The company recently sent out about 35 bid packages on
possible construction of the first ship. They consider that they
received 15 serious bids and will be selecting 3-4 shipyards for
"final" discussions. The. prices in the bid responses range from
$105 million to $180 million, averaging $122 million for one
ship. Delivery time estimates were 24 months. The company plans
to have a contract to build signed by the end of September 1983,
with construction beginning in March, 1984, and delivery in March
1986. They are looking at the possibility of a contract for a
second ship with a delivery date six months after delivery of the
first ship.
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ISSUES SURROUNDING ACQUISITION OF THE CUNARD VESSELS

Some concern has been voiced about the announcement in May
by Trafalgar House that it planned to take over the Peninsular
and Oriental Steam Navigation Company (P&O). Trafalgar House
came to shipping through its 1972 acquisition of Cunard Line
(owner and operator of the CUNARD PRINCESS and the CUNARD
COUNTESS). P&O dates back to the days of Lord Nelson. It is
Britain's largest shipping company. A merger of these two
companies would create the world's largest cruise ship operator.
P&O has strenuously opposed the takeover bid.

The proposed merger was referred by Mr. Cecil Parkinson,
Secretary of State for Trade and Industry, to Britain's
Monopolies and Mergers Commission for further study. The effort
to block the merger followed colorful corporate battles in which
the two companies regularly attacked each other in full-page
newspaper advertisements. The Monopolies Commission has until
the end of December to examine Trafalgar's bid.

One basis for referral of a merger to the Commission is that
the merger might be ,against the public interest. P&O's
executives had suggested that the proposed takeover could reduce
Britain's access to shipping in wartime and therefore might be
against the public interest. This public interest clause was
apparently not a factor in the decision to refer the matter. Mr.
Parkinson has made it clear that his reason for studying the bid
was that a merger might restrict competition both in the cruise
ship market and on cargo routes.

Some Members of the Committee have expressed some doubts,
throughout the deliberations on the bill, whether Cunard could
sell the vessels in the midst of the previously discussed
takeover fight between Trafalgar House (Cunard's parent company)
and P&O. Another issue was whether the British Government could
or would prevent the sale because of public policy consideration,
specifically the loss of these two vessels to the British in time
of war.

Trafalgar House, the parent company of Cunard Line, seeks to
merge with P&O. P&O would merge into Trafalgar; P&O would
disappear and Trafalgar would be the survivor. Since this is the
case, Trafalgar (Cunard) could dispose of its assets (the Cunard
vessels) as it sees fit before, during, or after the merger.
Therefore, the Monopolies Commission decision would not effect
the legal question of whether the vessels may be sold to Cruise
America Line. On July 5, Congressman Jack Fields wrote a letter
to the Monopolies Commission requesting information about the
status and scope of their deliberations. An interim reply was
received from the Commission. Copies of both letters are
attached. Final decision on the merger will be reached on
December 15.

Staff contacted the British Embassy to determine whether
there are any British laws that could be invoked to prevent the
sale of the Cunard vessels to a U.S. company. Attached is the
response from Nigel Simpson, Second Secretary Civil Aviation and
Shipping, at the British Embassy. It appears that the only
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relevant legal powers are contained in the Fair Trading Act of
1973. This Act deals with the authority of the Secretary of
State for Trade and Industry to refer a planned merger to the
Monopolies Commission. It appears that while this law may be
*relevant", the sale of the Cunard vessels to the U.S. would not
fall within its ambit.

Cruise America and Cunard have an option contract for the
sale of the vessels. Attached is a letter dated June 23, 1983
from Mr. Ralph M. Bahna, President and Managing Director of
Cunard reaffirming that company's desire to sell on a condition
precedent that the vessels are allowed to enter the U.S. domestic
trades. Following the Subcommittee meeting on July 13, Chairman
Biaggi called Mr. Bahna, about their plans to sell the vessels.
Mr. Bahma reconfirmed that his company intends to sell the
vessels, subject to this condition.

Some questions have been raised about the part that the
Cunard Line would play in Cruise America and the operation of the
vessels if they were allowed to enter the coastwise trade. In
the June 23rd letter Mr. Bahna asked that 'Cunard or a U.S.
affiliate' be given "every consideration to provide marketing or
other services to this venture as allowed within law." Officials
of Cunard have said, however, that they have no desire whatsoever
to have a financial interest in the company.

The Documentation Act and the 1916 Shipping Act stipulate
the citizen ownership requirements for a U.S.-flag vessel. The
Documentation Act requires that in the case of a corporation the
President or other Chief Executive Officer and Chairman of the
Board must be U.S. citizens. No more of the directors may be
non-citizens than a minority of the number necessary to
constitute a quorum.

The Shipping Act requires that a controlling interest (75%)
must be owned by U.S. citizens and, as in the Documentation Act,
the Chairman and Chief Executive Officer must be U.S. citizens.
The same requirement in the Documentation Act for the citizenship
of the Board of Directors applies here. In addition the Shipping
Act provides that the controlling interest shall not be deemed to
be owned by a U.S. citizen if:

1. the title to a majority of the stock is not in U.S.
citizen hands

2. the majority of the voting power is not vested in U.S.
citizens

3. through a contract or understanding it is arranged that
the majority of the voting power may be exercised directly or
indirectly In behalf or a non-U.S. citizen

4. by any means whatsoever control of the corporation is
conferred on or permitted to be exercised by a non-citizen.
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This legislation does not waive these ownership requirements
and Cunard's participation in the venture would be circumscribed
by these Act.

COMPETITION

Some Members raised concerns that allowing the Cunard
vessels into our coastwise trade would drive out small passenger
vessel operators. American Cruise Lines, Inc., an operator of
small vessels, was represented at the hearing on June 15. ACL
operates four vessels with passenger carrying capacity ranging
from 56-145. The vessels are the AMERICAN EAGLE, INDEPENDENCE,
AMERICA, and SAVANNAH. ACL has a 2.6 million dollar Title XI
application on fMle to build a 90-passenger vessel. ACL's
representative expressed concern that competition from the Cunard
vessels would harm ACL's operations and potential for growth.

Competition exists among all vacations, since they offer
rather similar kinds of experiences. The cruise industry is a
relatively small part of the total vacation market, however, It
has grown at the same rate as total vacations and has maintained
a relatively constant share of the total market. In addition,
the cruise industry depends on repeat passengers. Variou
surveys show that as many as 40 percent of cruise passengers are
repeaters. Some cruisers try different lines and vessels each
time they travel; others, after finding a particular line or
vessel to their liking may take repeated trips on that company's
vessels. Cruise operators, recognizing this, direct their
marketing to this repeat vacationer ("Analysis of the North
American Cruise IndustryO). Another important factor is that
only 3-5 percent of the U.S. citizens have ever taken a cruise.
This would indicate a great potential for growth in this market.

Various factors are considered by a potential cruise
traveler when deciding which vacation to take including ports of
call; size of vessel and amenities offered; and, cost.

Staff contacted a representative of the International
Passenger Ship Association who advised that the selection of a
cruise vacation is impacted most by the itinerary for first time
cruisers. For repeat cruisers, the itinerary becomes less of a
factor and the vessel, the service, and the operator become more
significant.

American Cruise Line operates their vessels on the East
Coast from Maine to Ft. Myers, Florida traveling on the inland
waterways or within 20 miles of the U.S. coastline.

The Cunard vessels are to be operated on the Great Lakes,
East Coast, Gulf Coast, and West Coast to Alaska, on a seasonal
basis. Much of their cruising would be deep sea.
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A second factor is the service and amenities a vessel
offers. The Cunard and the ACL vessels are very different. A
brief comparison of some basic aspects of the vessels follows:

CUNARD ACL

passenger capacity 900+ 56-145
length 536' 141'-210'

swimming pools, movie Yes No
theatre, commercial bars,
hospital, night clubs,
hair salons, gymnasium,
sauana, jacuzzi, paddle tennis
court, closed circuit TV,
valet laundry

Bearing these differences in mind, one can speculate that
some individuals might be attracted to the larger luxury liner
with hundreds of people and myriad entertainment and recreational
opportunities. Some individuals may prefer to take a quieter
cruise on a smaller vessel with fewer people. Furthermore, there
may be some people to whom both trips might appeal at one time or
another.

The cost of the trip is another consideration. The
differences between the very best accommodations on a large
luxury passenger vessel, and the smaller ACL vessels is most
outstanding in the deluxe accommodations. The differences in
price is somewhat less significant on the lowest price rooms.
The following is a comparison of these differences. (see page 13a)

While there may be competition between these vessels just as
there is competition among all types of vacations, the question
is whether these foreign-built, larger vessels will put the
smaller ones out of business. This is a difficult question to
answer, however, certain facts may be noted. The smaller vessels
have continued to operated even after the end of U.S.-flag luxury
line service. The smaller vessels have also continued to operate
even with the large number of passenger ships calling or
homeported at U.S. ports. These foreign-flag vessels are not
permitted to engage in the coastwise trade, yet Customs has ruled
they may make as many as four stops at U.S. ports provided they
have touched at a foreign port. It may be further noted that the
various vessels in the same class and size bracket such as the
88-passenger vessels operated by Exploration Holidays and
Cruises, Inc. on the West Coast, or the 100-passenger
"ultra-yacht' operated by Clipper Cruise Line, might offer more
direct competition than the larger luxury passenger ships.
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Seven day cruises

Deluxe suite
Out*Ide
(Uppermost Dock)

Lowest Deck

I U

AMERICAN RHAAIX CRUISES
(U.S. Flag)

G0M5?ITIXN, INDEPMDENCE

Passenger capacity 750
Decks: 7

(Foreig-nFlag)
COUNTESS, PRINCESS

Passengermapecity: 9*004
Decks: 6

AMICAN EAIGLE, IaDn=

PENDIE. AMICA,
SAVAPM

Passenger capacity: 56-145
Decks: 3

I I

$2,295.00

$895.00 (inside room)

$2,075.00
(Alaska Sunner Rates)

$1,190.00
(Alaska Sumer Rate)

$980.00
(All room$ appear to

be outside room)

$675.00
(outside room),

______________ I £
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U.S. CONSTRUCTION COSTS

Congressman Jack Fields wrote to 27 major shipyards asking
for responses to questions regarding their interest,
capabilities, time constraints, and price estimates to construct
a passenger ship comparable to the CUNARD PRINCESS and the CUNARD
COUNTESS.

The following is a brief compilation of the building time
and cost estimates provided to Congressman Fields. The
Congressman requested that the confidentiality of this
proprietary data be protected and that the material be for
domittee use only. Therefore, in an effort to preserve
confidentiality no shipyard names have been used. All response
letters are on file with Majority and Minority offices.

SHIP-YARD TIM
1. Assuming timely receipt of may r

components and optimal use of
resources first vessel's comple-
tion time is 24-30 months.
Follow-on vessels would require
less time based on learning
curves.

2. 36 months from the date of
contract award, assuming all
design and engineering data
is complete and certain long-
lead procurement orders, e.g.,
main engines or boilers, have
been placed.

3. 34 months

4. 45 months

5. 36 months after contract award
for first vessel; second vessel
of same class to follow six
months later.

6. 42 months for the first 784-
passenger vessel; second vessel
to follow 12 months later.

7. 24 months for the first vessel;
30 months for the second
vessel from the date of
contract award.

COST
$150-$225 million

$280-300 for 900-passenger
ship of luxury standard.
$175-200 million if the
owner determines that
passenger volume is more
desirable than cruise
luxury, and if he is willing
to compromise on size,
speed, outfitting and
comfort.

$175 million

$90 million

$200-250 million depending
on the impact of inflation

$100-150 million.

$65-75 million for a 6U0-
passenger vessel.
$100-110 million for a 900-
passenger vessel.
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8. 34 months after contract
award.

9. Assuming overlap and based on
progressive delivery of hull
and outfit materials, each
vessel would require a minimum
of 30 months; a two ship order
would require 45 months.

10. 42 months assuming that design
and engineering are complete
to contract level. If detailed
engineering, including usable
working drawings and reliable
bills of material are available,
this time could be reduced by
at least six months or more.

11. 24-32 months depending on
design, features, etc.

12. Building time depends on
complexity and size; 5001-550'
could take between 33-40
months; 7001-750' could take
between 34-42 months.

13. 36 months if working drawings
are provided; working drawings
would add 9-12 months to the
time if they had to be drawn up.

14. 36 months - 60 months

15. 42 months for the first ship;
if two ships are being built by
a shipyard, the second vessel
could commence at the 18 month
point and complete within 42
months. Total time for both:
60 months.

$140 million for a vessel
comparable to the Cunard
vessels; the price would
escalate to $160 million
assuming 6% inflation per
year.

No cost estimate provided.

$200-250 million.

$150-200 million.

Cost also depends on
complexity of interior
design, length, and the
development of the detailed
design.
500'-5501 - between $100-
$150 million.
7001-7501 - between $160-
$250 million.

700-passenger vessel:
$70-84 million;
900-passenger vessel:
$90-108 million

No cost estimates provided.

$120-140 million.
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16. Ott is difficult and often mis- No cost estimate provided.
leading to estimate the price and
time required to build a ship
especially a cruise ship without
seeing the details of a design
package. The quality of the
outfitting alone can cause a
ship price to vary by 25 percent
or more.*

17. 'We regret that we cannot comment No cost estimate provided.
on both cost and schedule unless
provided the proposed specifications
fox those ships.*
Olt is interesting to note that the
June 15, 1983, issue of the WALL
STREST JOURNAL announced that a
contract for the construction of
two large cruise ships with Jolivery
dates of 1986 and 1988 valued at
$261.9 million had been awarded to a
Swedish shipyard by Carnival Cruise
Line, Ltd., of Miami, Plorida. This
provides a current indication for the
potential cost for ships such as Cruise
America Line, Inc., wants in today's
world market.*
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Three other yards responded but did not provide cost or
building time estimates.

Since the last large passenger vessel was built in the
United States in 1958, these shipyard figures are merely
projected estimates. Some inference of what it would cost and
how long it would take to build a vessel here can also be drawn
from experience overseas and predicted costs of overhauling the
UNITED STATES.

Staff contacted the Maritime Administration for information
about costs and building time experience in foreign yards.
Foreign yards are generally heavily subsidized by their
governments so the sale price of vessels is a distorted price.
Actual values of the vessel would be considerably more if
subsidies were not considered. According to the Maritime
Administration the differential between costs in U.S. versus a
foreign yard is one-third to one-fourth less.

Some examples of passenger cruise ships built in foreign
yards follows:

May 1981 - Holland America ordered a 32,000 GRT vessel
from a yard in Francel passenger capacity 136n;
delivery January 1984 -- $135 million

Early 1982 - PGO placed an order at a yard in
Helsinki, Finland for a 40,000 ORT vessel; 1200
passenger capacity estimated delivery 3 years --
$150 milMon

1982 - Cornwall Cruise Lines built a 45,000 GRT vessel
in Copenhagen -- $172 million

November 1978 - Hapag Lloyd contracted with Bremer-
Vulkan shipyard to build the EUROPA, a 20,000 aRT
600-passenger vessel; it was delivered in 1982 --
$85 million- (Kendall, The Business of Shipping, 1983).

MARAD advises that the predominant builders of cruise ships
are shipyards in Finland, Norway, and France. They, therefore
have at their immediate disposal the necessary expertise, labor,
and materiel to build these vessels.

Information supplied to the Subcommittee shows that the
owners of the UNITED STATES plan to rehabilitate this large ocean
liner and reinstitute service. The UNITED STATES was built at
Norfolk in 1952. She is 990 feet long and could accommodate 1500
passengers. Mr. Richard Hadley, President, United States
Cruises, plans to operate the vessel. At the hearing on June 15,
Mr. Hadley testified that it would cost $500 million to build the
ship today in the United States. The shipyard that was to have
renovated the ship estimates the renovation would cost $150
million and two to two and one-half years to complete.
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In a response to a request for an estimation of the cost of
a new passenger ship to be constructed in the United States, 3.J.
Henry Co., Inc., Naval Architects, sent a letter providing the
following information:

'...It is our opinion that foreign built passenger ship
prices would cost 60-70 percent of the U.S. shipyard prices,
assuming that comparable passenger ships continue to be
built in North Europe."

'Our staff has analyzed new overseas passenger ship
construction prices starting in 1980 and developed a price
per passenger berth for 1986/87 delivery or European built
passenger ships. It is our opinion that the price per
passenger berth would range from 135,000 to 160,000 U.S.
dollars. Therefore, we would expect the price of a 900
passenger ship to be in the range of 113 to 135 million
U.S. dollars when built in Europe. Accordingly, a 900
passenger ship built in the United States and delivered in
1987 would be priced in the range of 175 to 240 million U.S.
dollars. Detailed study would be required to narrow this
range."

TITLE XI APPLICATIONS

Staff contacted the Maritime Administration's Domestic
Financing Guarantees Office to determine what Title XI loan
applications for passenger ships had been submitted since January
of 1983. The following are the only applications on file, none
of which have been approved:

American flag Ship, Inc.
126 East 56th Street
New York, New York

American CruTIihTr6n, Inc.
1 Marine Park
Haddam, Connecticut

Coastal Cruise Line, Inc.
120 South Central Avenue
St. Louis, Missouri 63105

1400 oceangoing passenger ship
Actual Cost: $757 million
Title XI: $568 million

90-passenger cruise vessel
Actual costs $3.7 million
Title XI: $2.6 million

Three 100-passenger vessels
(1)
Actual cost: $8.7 million
Title XI: $6.5 million

(2)
Actual cost:
Title XI:

$9.7 million
$7.3 million

(3)
Actual cost: $10.1 million
Title XI: $ 7.6 million
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Great Alaska Boat Company
312 Park Place Building
Seattle, Washington 98101

Hyannis Harbor Tours
Pler One
Ocean Street
Hyannis Massachusetts

02601

92-passenger vessel
Actual costt $3.6 million
Title XI: $2.7 million

110-passenger vessel,
Actual cost: $6.6 million
Title XIs $4.9 million

TAX RA/IFICATIONS

The Library of Congress has been requested to analyze what
benefit or effect the recent changes in the tax laws could have
on the passenger ship industry. That information will be
circulated to Members separately.

Enc
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BRITISH EMBASSY
3100 Msse hetAs Avenu NW Washingt OC 20006
TiOa Osmeft uqA U"8-2370I552364
T-W wm"WW 522q4WUWL04doo sM
T1mOWO 4 2O 442.1340

Yawr mt~mmo

Miss Cynly Wilkinson
House Merchant Marine Subcomittee ow .wmm ECOS 175114/6
Room 531
House Annex 2 om 22 August 1983
Washington DC 20515

You asked me whether there are any British laws which
could be invoked to prevent the sale of the Cunard
Princess and Cunard Countess to a US company. Thefollowing paragraphs describe the only relevant legal
powers.

Under the Fair Trading Act (FTA) of 1973 the Secretary
of State (for Trade and Industry) has order making
powers:

(a) under Section 74 to prevent actions during the
course of a merger reference which would
prejudice the reference or impede the taking ofaction under the FTA which might be warranted
by the Monopolies and Mergers Commission's
report on the refe once;

(b) under Section 73 in the event that the
Monopolies and Mergers Cioiaeion's report
concluded that a merger operates or may be
expected to operate against the public interest,
to remedy or prevent the adverse effects specified
in the report. This power does not come into
effect until a report is published and laid
before Parliement.

These powers can include restrictions on the disposal of
aetas. However, they are rarely used. Usually voluntary
undertakings are sought from the bidder to comply with
certain conditions.

The orders and undeaItakings are aimed exclusively at meeting
the circumstances demribed at (a) and (b) above. The sale
of Cunard vessels to the US would not fall within their ambit.

Second Secreta
Civil Aviation and Shipping
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CMud Lim LLUted
5 Mk AMM. ItkVN I. 1007

(2n1 880- 7333
gJ4,gew M. 1lNMA

,June 23, 1983

Mr. Robert L. Lambert
President
Cruise America Line, znc.
2300 Zast Las Olas Boulevard
Fort Lauderdale, Florida 33301

Dear mr. Lambert,

Fo~lloin our recent disussions, we con=ir th Cunard
is prepared to small to Cruise America, on texas to be
mutually agreed, the cruise ships Cunard Countess and
Cunard Princess for Cruise America's operation in the U.8.
flag domestic trade.

This sale would, of course, be contingent on your agweament
to undertake any edification necessary for U.S. registra-
tion and to g-ive Cuna.rd or a U.S. affiliate every coas 4dea-
ti.o to provide marketing or other services to this vmte
as allowed within law.

Xt is acknowledged that both Cruise America and Cunrtd's
completion of the foregoing transactions is subject. to
goverznental approvals oz objections, and it is recognized
that both Cunard and Cruise America will require a certain
mount of led time prior to delivery -- Cunard to pzotat
published schedules and Cruise America to have time for
introductory marketing.

Yours sincezrely,

Ralph N. Zahn&a

Skips - Hotels - Resorts
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July 5, 1963

United Kingdom Monopolies and
mergers Coemission

New Court
48 Carey Street
toondon, Ingland
VC2
Attj~er ont 3. H. Whitak r

(antlemanl

I am a Member of the United States House of RepreentAtives.

By way of news reports in var:Lous U. S. publications, I an
advised that the pending hostile takeover of Peninsula and Orient
Stmam Navigation Company (PWhOm by Trafalgar House has been
refered to the U. X. Monopolies and Mergers Coemission. I
understand that an item of review by the Commission is the possible
sale of the Cunard PeAhegns and the Cunard Cones, two Trafalgar
House cruise ships, to Cruise America Lne, n, a u. a. corporation.
I further understand that heretofore Trafalgar House has denied there
is a contact to sell the cruise ships to Cruise America.

As the Comission may be aware, there is under consideration
in the Congress of the United States legislation that would permit
the PrAn4ee0 and the o I to operate as passenger cruise ships
under O. a. ownership I. wREoai is refo=4ed to as the coaatwise trade
between American ports. Under U. S. law only ships built, reved
and maintained in the United States can operate in this trade. In
the House of Representatives this legislation is known as a. R. 2883.
In the Senate it is known as 6. 1197.

Currently, the legislation in being considered by the Merchant
Marine Subocemttee of the Cmittee cm merchant Marin and rishe ies
of the House of Representatives. I em a member of the Committee and
serve on the Subc =ittee. On Jun 15,. 1963 and Jun 23, 1983
hearings on a. 1. 263 were held by the Suboinittee at which
proponents and opponents of the bill were invited to testify.

At the hearing on June 13, 19S3, testimony was presented by
Mr. Robert L. Lamberwt, a Vlride, financier who is president of
Cr4ise America. Mr. Lmbert is the primary advocate of the proposed
legislation and he testified that he has "definite arrangemenA. to
buy the Countess and the -ringes from Trafalgar House. He elaborated
about the proposed U. S. itihniries of the ships, the planned
renovations and capacities, and the labor agreements reached. He
further discussed the number of direct American jobs that will be
created If American documentation in authorized. He also testified
as to the value of annual overhaul work that will be required in

mmmm MIS-- m m 1m'~ TS
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United Kingdom onopolies and
movers Cmmission

july. , 1903

American shipyards($5 million plus per year par ship, not counting
renovations and improvements) and estimated the revenue per passenger
that will be generated at each American !ort-of-call ($250.00 per
passenger per ship per day with an antic pated 900passenqers per
ship). Mr. Lambert also noted that the vessels vould be operating
eclusively in American waters within 6 to 9 months from passage
of the legislation. During that 6 to 9 month period each ship .
will be made to conform to U. S. safety standards in U. S. shipyards
at a cost of $2 million per ship.

Touring his testimony and during questioning from members of
the subcomitte, Mr. Laiber+ emphasized that the vessels could be
onvorted to hospital or troop ships in the case of a U. a. notional

emergency, u Was the Couss during the recent ralklands war.
Hore significantly, heA asked about the PiO and Trafalgar Rouedispute, Mr. Lambert said it would have no effect on his company's
definite arrangements to buy the vessels. He described the takeover
matter as *infighting.0

Mr. Lambert declined to reveal the purchase price of theships but it has-been reported as being in excess of $100 million.
Mr. Lambert noted, however, that the information will be made public
after the completion of the sae.* .1 have the full transcript of

Mr. Lambert's testimony, if you are interested.

On June 23, 1983, z requested that the subcommittep make formal
inquiry to Trafalgar House and the Commission regarding this possible
sale. This was agreed to by the Chairman, -the Honorable Mario Biaggi.
It a appears to me that the putative parties to the transaction are
providing different versions of their dealings, depending on the
forum. In that regard, the Cmmission may wish to consider making
inquiry of Mr. Lambert and the subcommittee.

This legislation involves a fundamental policy premise that
has undergirded U. S. maritime legislation for So years, to wit:
non-U. S. built vessels can not operate in the U. S. coastwise
trade. I -m concerned that this polay should not be excepted
selectively by and for special interests whose real motivations
are not necessarily revealed. Por example, U.X. tax avoidance
may be a Trafalgar House motivation, or the sale of the Cguntess
and tho LtjPiqn may be 'the means by which Trafalgar House Intends
to finance c1.-takeover of .PO. Also, avoidance of U.K. maritime
labor agreements may also bil a Trafalgar Souse motivation. I believe
the Commission may have simLlar concerns.
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United ringdo Monopolies and
Mergers Commission

.ruly5, 19$3

&ooodiay, Z ouldappre.ate it i yt wuld provide
wit omr~o, cnceu~gthestatus and scope of teComissionsa

inquiry, Particularly as it relAtes to the possible sale Of. thePrqWand the C-oue Sto.

Please feel free to contact me if ;ca provide further
information to you.

i appreciate your assistance in this most important matter
and look forvard to he rinq f r you L. the very near future.

With best Wishe, I S

sincerely

kee: of Congress

J1:hb
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MONOPOLIES AND MERGERS COMMISSION
New Court
48 Carey Street
London WC2A 2JT
ot-esilt 200

ft Jak Fields
Number of Compress
House of representatives 18 Ju17 1983
Coses of the Uhited States

WasingonDO 20515

Man you for your letter of 5 July addressed to my
predecessor ft 3 H Whitaker.

2. Mi Sedretary of State for Trade and Zidustry decided
on 1 June to refer the proposed acquisition by Tralalga
House PLC of the Peninsular and Oriental Steam Na ition
Couep a to the Monopolies and 'ergers Commission for
investigation and report under the provisions of the
Pair Trading Act 1973. The Comomission are required to
investigate and to report to the Secretary of State
within six months whether the merger operates or may
be expected to, operate against.-the public interest.
In assessing the public interest the Commission are required
to take into account all matters which may be relevant to
the particular circumstances and to have regard to the
desirability of:-

(a) maintaining and promoting effective competition
between persons supplying goods and services
in the United Kingdom;

(b) promoting the interests of consumers, purchasers
amd other users of goods and services i the
Vnited Kingdom in respect of the prices charged
for them and in respect of their qualty and
variety of goods and services supplied;

(o) promoting, through competition, the reduction
o costs and the development and use of new
techniques and new products, and of facilitating
the entry of new competitors into existing
markets;

(d) maintaining and promoting the balanced distribution
of industry and employment in the United Kingdom; and

(e) maintaining and promoting competitive activity in
markets outside the Mited Kingdom on the part ofproducers of goods, and suppliers of goods and
seiezt in t Wte W~4(m
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3. he Camision's eventual report; to the Secretary of
State may recomend that a merger should be allowed| I
allowed on conditions or prevented. The C onmisAsa
recoandations are confidnial until they are anuooed,
by the Secreta= of State who is not obliged to endorse
an roemc daim of the Com vision that a merger be

4. a House ban given undertakgs to the
Secretary of State not to proceed with its proposal
and these undertakings remain in force until the Secretary
of State has decided what action to take on the Commission'
report. Otherwise the operations of the two companies are
not affected by the merger reference.

5. In the course of their investigation the Commission are
preaed to consider representations from any quarter on
the merger and its effects. Zf you consider that the US
legislation designed to facilitate the operation of the
Cumard Princess and Cunard Countess under the US flag is
releant to the Commnission's assessment of the public
interest and wish to make representations to the Commssion,
you are quite free to do so. The same would apply to ansy
representations which other members of Congress might irsh
to make, individually or collectively.

X G 11rPITS'



201

Congressional Research Service
The Library of Congress

Washnton, D.C. 20640

September 13, 1983

TO Merchant Marine and Fisheries Coumittee,
Subcommittee on Merchant Marine

Attention: Cyndy Wilkinson

FROM : Thomas Woodward
Analyst in Public Finance
Economics Division

SUBJECT : Effect of Recent Tax Chenges on the Passenger Liner Industry

This memorandum is in response to your inquiry concerning the impact of

recent changes in the tax code on the operations of passenger liners. While

there have been substantial changes in depreciation under the Economic Re-

covery Tax Act of 1981, there appears to be little research available that

.sheds much light on the likely effects of those changes on the liner industry.

However, a general idea of the magnitude of these effects may be imputed from

data provided by the Department of Commerce's Maritime Administration.

Two tax changes are relevant to an analysis of the passenger liner in-

dustry. First, depreciation allowances for tax purposes were substantially

increased under the 1981 law. This should have had the effect of decreasing

the capital costs in the industry. Second, business deductions are now allowed

for meetings and conventions on U.S. Jones Act cruise vessels. This is a par-

tial reversal of the 1980 tax change which prohibited deductions for such acti-

vities outside the U.S., and, thus, should have the effect of raising demand

and revenues in the industry.
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In its report, "Analysis of the North American Cruise Industry," the Mari-

time Administrotion provided estimates of the operating costs par day of vari-

ous ise passenger liners at different levels of utilization and with. differ-

out mounts of investment. I/ According to their figures, a 730 passenger

ship with a $100 million investment entails a total cost (at 80 percent utiliza-

tion) of $161,400 per day. Corporate income taxes affect the capital costs

portion of this expense. These costs may be imputed on the basis of what they

would be if the capital were rented, consisting of depreciation, interest, and

taxes with allowance for inflation. For a ship, this rental cost is estimated

to have been 13.9X before the tax cut and 12.22 afterward. 2/ This is an 11.62,

fall in the capital cost of operating a cruise vessel.

Whether or not this would prompt additional investment in the industry would

depend on the sensitivity of investment to capital costs. An idea of how big this

impact might be can be derived from the cost estimates above. if capital and

labor are not very interchangeable in the industry (as one might expect), then the

cut in capital costs should reduce daily operating expenses from about $46,200 to

$40,800. 3/ This is approximately a 3.52 fall in total costs. If one knows how

many more passengers will use cruise ships as a result of a 3.52 fall in the price,

and how many more ships would be necessary to accommodate them, one has an idea of

the financial incentive to construct more vessels. Presumably this is small.

1/ Department of Commerce. Appendix C. October 1980.

2/ See U.S. Library of Congress, Congressional Research Service. Effective
Tax Rates Under the Accelerated Cost Recovery System and the Tax Equity and fiscal
Responsibility Act of 1982, by Gregg A. Epsenwein and Jane Gravelle, January 3,
1983, for an explanation of the formulas and assumptions used in these calculations.

3/ The rental costs of 13.9X and 12.22 are multiplied by $100 million and
divided by 300, the number of operating days that appears to have been used in the
Maritime kdmnistration study.
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The final impact on costs is likely to be even smaller. The tax incentives

were made available for investment in all sectors of the economy, not just the

maritime industry. Consequently, a rise in the demand for investment goods

can be expected to occur throughout a wide spectrum of industries. However,

total investment in the economy depends on the amount of saving available to

provide the real resources needed to cover the borrowing for this investment.

Unless saving increases as a proportion of income, the principal outcome of

the tax incentive and resulting increase in invetmedt demand will be a rise

in interest rates. This interest rate increase could be a substantial offset

to the capital cost savings that are supposed to result from reduced taxes.

Indeed, if total economy-wide investment is essentially fixed by the amount

available to borrow, then the effect of the tax cut will be only to reallocate

investment among industries-not raise the total. In that case, the absolute

level of the tax cut for an industry would not be the determinant of whether

investment for that industry increases. Instead, the value of an industry's

tax cut relative to the cuts for all other industries would be the relevant

measure. The possibility exists that the tax cut could actually raise costs

in a particular industry if the cut in taxes that the industry receives is a

smaller cut than other industries Set. 4/ Consequently, when the total, economy-

wide effects of the tax cut are considered, the estimated cost reduction

calculated above becomes at best the maximum potential effect of the tax cut on

the costs of the passenger liner industry. The net effect is likely to be even

smaller and possibly even negative (i.e., costs go up).

4/ Since ships are relatively long lived assets, the maritime industry is
likely to be a net beneficiary of the tax cut, however.

25-905 0 - 84 - 14
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Tracing the impact of the deductibility of conventions and meetings on

domestic cruise liners is more difficult than making cost estimates such as

those provided above. Since the 1980 tax law changes disallowed deductions for

meetings and conventions abroad, and the 1983 tax change permitted the cruise

ship deductions, the combined effects of the two changes should bring a car-

tain mount of new business to the passenger liner industry. This should have

the effect of increasing returns to the industry either by boosting utiliza-

tion of current capacity and therefore raising revenues at little extra cost,

or by pushing up the prices of cruises.

The magnitude of this revenue increase would be primarily determined by

the responsiveness of cruise demand to price changes in alternative foreign

travel. This is because other foreign travel is a substitute service and the

disallowance of business tax deductions for conventions and meetings abroad

constitutes an increase in the price of such activities. If travel on cruise

ships is a close substitute for travel abroad then one can expect a substan-

tial shift in business to the passenger cruise industry as a result of the

tax change. If the two are not close substitutes, then little new business

will be picked up by the cruise industry.

There appear to be no estimates available of this crucial measure. Pre-

sumably, a very high degree of substitutability would be necessary to raise

revenues enough to stimulate new investment in the industry if such invest-

ment tends to be very costly and has not been undertaken before. However,

even this assertion cannot be made with much certainty, and no estimates can

be made of the degree of substitutability that would have to exist for this

change in tax treatment to stimulate new investment in the industry.
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[]AUSTIN TRAVELuTm mTCar-
Corporate Headquarters: 219 South Service Road, Plainview, N.Y. 11803 e (516) 752-9100

June 9, 1983

The Honorable Mario Biaggi
Chairman
Sub-Committee on Merchant Marine
Room 531, House Annex 2
Washington, D. C. 20515

RE: H.R. 2883/S. 1197

Dear Chairman Biaggi:

I am the President of Austin Travel, a retail travel agency
and wholesaler with ten outlets throughout Long Island.
I have been in the travel business for 28 years, having
witnessed the demise of the U. S. passenger cruise industry
which today is almsot totally monopolized by foreign operators.

We are well aware of the success of the foreign operators
which set sail weekly from our. shores, full to capacity.
Americans have not, unfortunately, fared as well in the
cruise business. The pride of our Merchant Marine, the
S. S. United States, was laid up in 1969, probably never to
return to service; the Grace Line's Santa Paula and Santa
Rosa were withdrawn in the early 1970's. The two Pacific
Far East Line vessels, Mariposa and Monterey were the last
to go; the Mariposa today lies at anchor somewhere in the
Far East, and the Monterey listing to port in San Francisco's
China Bay.

If we are to have a viable U. S. Passenger Fleet consisting
of modern, up-to-date tonnage which can effectively compete
with the plethora of new foreign cruise vessels, you must
enact H.R. 2883/S. 1197. This measure would provide for
two of the newest liners afloat to operate in our coastal
waters on unique new itineraries, appealing to both Ameri-
cans and foreigners.

In short, your immediate attention is required of this Bill
in order to revitalize our scuttled U. S. Passenger Fleet.

I respectfully request that you submit this statement for
the record on the hearings of H.R. 2883.

Very truly yours,

AUSTIN TRAVEL CORP.

Larry A. t~in
PresidentLA: paj
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R .S E R N 1000 S. Hghland Avenue Box 8872

Baltimore, Maryland 21224 U.S.A.1 2N E R .N ,,,t. (301) 342-7676 Cable:Sternbro Telex:87-439

June 10, 1983

.ConressmanJario Biaggi
2428 Rayburn House Office Building
Washington, D.C. 20515

RE: H.R. 2883

Dear Congressman Biaggi:

As President of the National Association of Marine Services,
Inc., a trade association of America's largest ships' stores and
steamship supply companies, I ask you to support H.R. 2883.

This is a Bill to pemit the M/S "Cunard Countess" and the
M/S "Cunard Princess" to be redocumented to the American flag.
These two Caribbean passenger ships presently carry thousands of
American passengers in the Caribbean cruise trade, an industry in
which there is not a single American flag vessel.

This Bill would provide American seamen with up to 1000 new
jobs, and in an emergency, these vessels could be used as troopships
or hospital ships, if necessary. Also, the Tourist industry could
offer Americans a new vacation package, an American coastwise cruise.

I urge your support of H.R. 2883 and would appreciate your
keeping me advised on this Bill. Please include this letter as
part of the permanent record.

Very truly yours,
R. S. STERN, INC.

Alan H. Kotz,
President

AHK/Jmb

FULL SERVICE TO THE MARITIME INDUSTRY
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D a y A o S h i Rao~ p a i t , o c k it o n

THE FERRY BUILDING, Rm 2000 Son Francisco, CA 94111, (415) 391-800 Ext. 323

June 13, 1983

The Honorable Mario Biaggi
Subcommittee on Merchant Marine
Room H2-531, Annex II
300 "Do Street, S. W.
Washington, D. C. 20515

Dear Chairman Biaggi:

On behalf of the San Francisco Bay Area Ship Repair Association,
I am writing to support the passage of H.R. 2883,'a bill to
permit entry of the CUNARD PRINCESS and the CUNARD COUNTESS into
the U.S. coastwise trade.

We have been advised that the company operating the vessels,
Cruise America Line, Inc., intends to howeport the CUNARD
PRINCESS in San Francisco. This will generate ship repair work
which the local industry desperately needs. We further hope in
the redocumentation of these vessels, that the conversion work
will be done is U.S. shipyards.

The swift passage and enactment of this legislation will be a
positive example to the U.S. maritime industry that the 98th
Congress is putting words into action. The San Francisco Bay
Area Ship Repair Association strongly supports H.R. 2883.

f ncere Y.

Secretary Treasurer

RLS/prl

cc: Walt Willard
Reb Blake

Day Ana Ship Repair Ainocdia Stoeb Cw-th

195AfR L soe Ma Uk4
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(Chis ma a sia 'awe Sorel '1ThT

June 20, 1983

The Honorable Mario Biaggi
Chairman
Subcommitee on Merchant Marine
H2-531, Annex LI
Washington, D. C. 20515

RE: H. R. 2bH.3

Dear Chairman Biaggi:

I have been reading with great interest about Cruise America
Line's efforts to bring into American flag and operate intra-city
the two Cunard ships, Countess and Princess. Our industry is in
great need for new cruise destinations, and we are excited about
the prospects of offering our clients the opportunity of cruising
on large American flag ships with all the amenities of the 'Love
Boats', which our company has chartered in the past.

We are aware of no new major U.S. flag passenger ships
having been built in at least twenty five years, and despite the
continuous stream of annoncements concerning new ships (that
never materialize), believe that the only feasible and immediate
answer to our U.S. passenger ship dilemma is to utilize, where
possible, modern ships built in foreign yards.

We urge your assistance in passage of H.R. 2883 before
another twenty five years pass and request that you include this
letter in the record of the hearings on H.R. 2883.

Sincerely,

Xqoertnhritiansen

President

Robert ChrisUansen 269 South Main Street Provioonce. RhodO Island 02903 Telephone 401-274-2140
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June 22, 1983

Hon. Mario Biaggi, Chairman
Subcommittee on Merchant Marine & Fisheries
2428 Rayburn House Office Building
Washington, D. C. 20515

Dear Mr. Chairman:

I wish to put our organization on record as being opposed to the passage
of H.R. 2883, the bill to permit entry of the Cunard Princess and Cunard
Countess into the coast-wise trade.

As you are well aware, because of Administration policies, there is very
little, if any, commercial shipbuilding for the U.S. yards with the recent
announcement by Secretary Lehman that the Navy's ambitious expansion plan is
being reduced to a range of 10 bilion to 13 billion dollars annually for the
foreseeable future. This combined with the enactment of H.R. 2883 will
certainly mean the closure of several American shipyards.

We did not object when your Committee legislated assistance to the Independent
and the Constitution by putting them under the American flag and allowing them
to operate between California and the Hawaiian Islands. The rationale, at the
time, was it would be beneficial to the seagoing unions and we were only talking
two ships. Now, the same group is back asking for two more.

The fact that Cruise American Lines Inc. has not even acquired the two
vessels in question seems to be putting the cart before the horse. If this bill
is passed, they would be the sole beneficiaries at the expense of the American
shipbuilding industry.

I should also like to point out that it is estimated that in up front cost
alone each vessel will have to undergo several million dollars worth of repair
work in order to meet Coast Guard standards. No where has the representative of
Cruise American Lines Inc. indicated that this work would be done in American
shipyards. He does say, however, that as required by U.S. law all future repairs,
maintenance, and overhaul would be performed in U.S. shipyards.
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With yards closing and thousands of shipyard workers unemployed, I am
reliably informed that there are several groups in the United States presently
negotiating to build cruise ships in American shipyards. If H.R. 2883 passes,
I am sure these people will have second thoughts.

It occurred to me that if the Committee really wanted to do something for
the cruise business they would consider legislation that would either bar
foreign-flag cruise ships from using U.S. ports or at the least put drastic
limitations on them.

For your information and despite what you have been told, the AFL-CIO,
the Metal Trades Department and the Maritime Trades Department all fully
support the Jones Act and oppose any waivers.

Mr. Chairman, by defeating H.R. 2883,your Committee has hn opportunity to
underscore Congress' resolve to improve and utilize this nation's shipbuilding
mobilization base and at the same time to preserve the integrity of the Jones
Act once and for all.

I vould appreciate very much your inserting this letter into the Record.

Bes full(

Page droton. Director
Shipbuilding and Marine Conference

P u/bj -
opeiu 320 afl-cio
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dIY OF
_____YO _ _Fini J. uiwde. Mayor

PORTLAND, OREGON ,o Oe. 97204
(503) 2484120

OFFICE OF THE MAYOR

June 23, 1983

The Honorable Mario M. Biaggi
Chairman, House Subcommittee

on the Merchant Marine
Room 531
House Annex II
Washington, D.C. 20515

Dear Congressman Biaggi:

Please include the following Written statement into the
Hearing on H.R. 2883.

At present there are a significant number of foreign flag
cruise ships servicing Alaska, producing a total cruise
revenue which exceeds $300m per year.

Unfortunately, because of the Jones Act, these foreign
ships depart from Vancouver, British Columbia, and bypass
Northwest ports. The resulting loss to the economy of the
states of Oregon and Washington is substantial. Accordingly,
the City of Portland, Oregon strongly endorses efforts by
Cruise America Line to commence U.S. flag operation using
the ships Cunard Countess and Cunard Princess which would
be reflagged American and carry American crew.

The City of Portland strongly endorses passage of H.R. 2883,
to permit the Cunard Princess and the Cunard Countess to
engage in the coastwide passenger trade.

Si rely,

FJI/lsu
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IL-0O9S77CLn4 O612Js3 .;
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1.NEN ORLEANSP LA* JUNE 23pt9S3
PMS THE HONORABLE MARIO BIAGGI
CHAIRMAN 8U8eCOMMITTEE-MERCHANT MARINE
&FISI4ERIES COM4MITTEE,'*4
HNeS31 ANNEX 2
CAPTIOL HILL OC 20 1 '

4..

CHAIRMAN BIAGGI

AS ONE OF THE NATION'S LARGEST SEkPORTS, NEW ORLEANSP
WISHES TO EXPRESS ITS SUPPORT OF H, R, 2883 AS AN IMMEDIATE MEANS

' OF"'BOWsERJNG OUR RBIPDLY-OIMINISHING 't, S.FLAG MERCHANT MARINE
S WORKERS.

OVERWTHE:YEARS3,NEW ORLEANS HAS 'HOSTED MANY CRUISE VESSEL$,
PRACTICALLY ALL OF FOREIGN FLAG REGISTRY, IN FACT. IN 1q?S
NEW ORLEANS BASED SOVIET FLAG PASSANGER VESSELS CARRIED
MORE AMERICAN PASSANGERS-
FROM OUR SHORES THAN ALL AMERICAN OWNED, AMERICAN FLAGGED, AMERICAN
CREWED CRUISE SHIPS. COMBINED,

WE LOOK FORWARD WITH PLEASURE TO WELCOMING IN THE NEAR FUTURE
* .TI4Ut S., COUNTESS ,NCESS F N, AR AND, STRIPES.

PLEASE INCLUDE THIS-:STATEMENT FOR THE RECORD,

SINCERELY,.
EDWARD 5, REED
EXECUTIVEPORT-DIRECTOR-
GENERAL MANAGER

1209- E&T - . . -

uiw EST.

IPMPONX WSH
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Hoboken Shipyards, Inc.

1301 Hudson Street * Hoboken, N.J. 07030 (201) 659-2070

June 28, 1983

Honorable Mario H. Biaggi
Chairman, Sub-Committee Merchant Marine
(Room 1334)
Longworth House Office Building
Washington, D.C. 20515

Dear Chairman Biaggi:

RE:- A.R. 2883
This will advise the Hoboken Shipyards, Inc. is in favor of

passage of H.R. 2883, which would permit waiver of the domestic con-
struction requirement in respect of the passenger vessels "CUNARD
PRINCESS" and "CUNARD COUNTESS" for operation in the coastwise trade.

We understand the economies of the cruise industry and appre-
ciate that it would be impracticable for a new U.S. built ship to com-
pete on realistic terms with the foreign flag ships carrying passengers
from North American ports and, therefore, favor passage of this legisla-
tion as the only realistic manner of ensuring a viable passenger fleet
owned, manned, registered and classified in this country. U.S. ship-
yards would expect to benefit from future ship repair and modification
work in respect of these ships.

Please include this statement for the record of the Sub-
Comitttee hearings.

Your help in supporting this measure will be very much appre-
ciated.

Very truly yours,

HOBOKEN SHIPYARDS, INC.

se h angels inage
stant General Manager

JC:MC.
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Benei&IaI
Association

44A NO,-N Cao12, St e- • 5,1e MC • . C 0CO .

June 28, 1983

The Honorable Mario Biaggi
Chairman, Subcommittee on Merchant Marine
Committee on Merchant Marine & Fisheries
Room H-2-531, Annex I
300 D Street, S.W;
Washington, D.C. 20515

Dear Mr. Chairman:

On behalf of the National Marine Engineers' Beneficial Association,
I would like to express for the record to you and the Subcommitteemy
firm opposition to H.R. 2883 which would permit the CUNARD COrPITESS and
the CUNARD PRINCESS, foreign-built passenger vessels, to operate as re-
flagged American vessels in the U.S. coastwise trades.

I find this bill to be unconscionable for several reasons.

First, if enacted, it would seriously undermine the Jones Act upon
which-ouch of the U.S.-flag fleet depends. Indeed, I believe that it
will open the door to wholesale exceptions that could end up destroying
this valuable segment of our fleet and the important remaining ship-
building base it provides. If these exceptions are permitted, where
will the line be drawn in the future when some other moperatorm makes a
similar proposal? Those now operating in the Jones Act have played by a
set of rules; they have invested major sums of capital on the assumption
that competition utilizing different standards and different rules would
not be allowed into our coastal trades to compete with unfair advantage
-- primarily the use of far less expensive foreign-built ships. It
would, plainly and simply, be a travesty - Mr. Chairman, a travesty
-- to strand these operators high and dry when they have made a
commitment to our country and our fleet and our shipyards. Honor alone
would require that this bill not be approved.

Mr. Chairman, some will draw a parallel with the CDS payback pro-
posal and say that support of one should mean support of the other.
Such a parallel is erroneous. CDS payback involves American-built
ships. CDS payback means that the operators entering the trades will

J.AL SALOON C.E 0* FRIES A T McKAY LEON SNAPIRO Z. .FP NW$ tiv.Teeaw~ee E.4"We V44 Pq'rCem "1.C* P,06.0e m a-fle
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have to put an enormous amount of capital up front in repaid rnS with
interest so that the competition will be on an equal footing. Such
would not be the case with this CUNARD ships proposal where the vessels
are built and depreciated already, posing an unsurmountable and unfair
competitive advantage. CDS payback will not stop a single shio from
being built in U.S. yards; the CUNARD ships bill will - as r intend to
mention later. CDS payback will preserve American ships not destroy
them, and perhaps most important of all, CDS payback does nothing to
undermine the Jones Act.

on the subject of the Jones Act, it may interest the Subcommittee
to know that the May 1983 Currents, published by the Transportation
Institute whose Executive Director testified in'favor of .P.. 2883,
announced the formation of a *Jones Act Coordinating Committee" tot
develop a program aimed at informing the Congress, the Administrative
agencies and departments and the general public of the essentiality o
strong cabotage laws to the national security and the economy. The
decision of member companies of the Institute to form the new group was
based on t.e increasing number of attempts by foreign and other
interests to obtain waivers and/or repeal of the Law (mv emphasis)."
I suggest that the first order of business for this Transportation
Institute Committee ought to be to reexamine and reject the support
already given by the Institute for H.R. 2883.

Second, r find this proposal unconscionable because it would
destroy-wFat may well be the rebirth of the 1.S.-built, E.S.-flaq pas-
senger fleet - primarily to be used in the cruise trades. vou and the
Subcommittee have already heard testimony from several potential U.S.-
flag passenger ship operators. I find it little short of incredible
that the Subcommittee might actually favor a company that exists only
on paper, that has little net worth, that will dissolve if permission is
not granted for these ships to enter or if C!JNARD itself decides not to
sell these ships (which appears still to be- an open question). I find
it quite incredible as well that this paper company would be favored
over at least two others that intend to use 1Y.S.-built ships and that
have already invested millions on the proposition that time-honored
rules would remain honored. In at/ least one other case, Contessa Cruise
Lines, a company is seriously interested in building up to five new r1.S.
passenger ships in U.S. yards. All these plans and the investments made
would be for nil if H.R. 2883 becomes law. I find this to be a very
strange way to rebuild our.merchant fleet and a suicidal way to encour-
age future investment in the U.S..-flag and U.S. shipyards.
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Third, I find this bill unconscionable, because it will ruin one of
the few avenues open to keeping our commercial shipyard mobilization
base intact in any form. For a variety of reasons (and most certainly
not efficiency alone), foreign shipyards can turn out low cost ships.
It is not an "American disease" - it is an illness afflicting shipyards
in virtually every Western country. It is just impossible to compete,
even if you are just as efficient,--ith countries employing very inex-
pensive Third World labor or using truly massive subsidies that enable
ships to be sold for less then the sum of their component parts. Jones
Act shipbuilding is the one way to keep our shipyards in business,
unless we want them merely to become appendages of the U.S. rlavy. Every
member of the Subcommittee has spoken of the importance of our com-
mercial shipyard mobilization base. Every member of the Subcommittee
knows the grim statistics of today and what they portend for years to
come. It defies logic and common sense - especially when Americans
have appeared before the Subcommittee and said they want to build Ameri-
can - to crush this one opportunity. In this connection, 1 should note
that one of these CUIARD ships, the COTINTESS, has recently had SlO mil-
lion of work done on it - ensuring that it will probably be many years
before any significant repairs or refurbishing contracts will be in U.S.
hands.

Now some will ask how one can be for build and acquire abroad for
the U.S.-flag in foreign trades and state what I just stated in the
preceeding paragraph. First, build and acquire abroad does not involve
the Jones Act trades, only our international fleet. second, build and
acquire abroad is a necessity, because we must compete t foreign
companies using foreign-built ships. The differential is so qreat that
sheer survival dictates this position if we ever want to see the tT.S.
Flag in a foreign port. There is, however, Par. chairman, no necessity,
no necessity, involved in this CTflARD ships prooosal...just one onerator
and a few supporters.

one of these supporters has been the most vocal leader of the oo-
position to build and acquire abroad. Yet he fervently support the
CUNARD ships proposal, citing a host of reasons that he dismisses when
mustering arguments against build foreign. He even stated recently
before this Subcommittee that it would take an "act of Cod" to build a
-hip in the United States. Some say that consistency is the hobgoblin
of small minds. However, in this case there is no virtue, let alone
honor, in its opposite. Indeed, the only "virtue" (and a dubious one at
that) I can see is that the sum received is considerably more than a
mere 30 pieces of silver.
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This leads to the fourth reason why I find this bill to be uncon-
scionable. The Presidenthas proposed - as an integral part of his
maritime program - that U.S. operators in the international trades be
allowed to build and acquire vessels abroad and still receive operating
subsidies. Unless hundreds of millions, perhaps billions, of dollars
are allocated in this budget for construction subsidies - and we know
that there is neither support nor money for such an allocation - then
build and acquire abroad is the only way you will see very many new
U.S.-flag ships. Indeed, I find it most ironic that those who oppose
build abroad and support H.R. 2883 will draw us inexorably toward the
day when the only U.s.-flag ships are painted grey and manned with
sailors in uniform.

The President's proposal has yet to be considered, vet meanwhile
this special interest bill is being shepherded expeditiously up the
ladder. This is not the way to re-build coherently the U..-flag fleet.
It is, however, the sure way to sink it as everyone abandons ship and
swims for their own life preserver.

Fifth, history alone makes this bill unconscionable. 4ome of us
remem7b"er-that it is CUNARD that has been a most vicious competitor of
the U.S.-flag fleet. Few, however, now recall that one of the prime
reasons for the Merchant Marine Act of 1936 was to combat the abuses of
CUNARD. In years that followed, U.S. line after U.S. line, such as
Munson, Savannah, Delta, and Grace, has been forced to leave the pas-
senger business - in no small measure due the fact that they had to
adhere to long-standing rules and build and repair ships in the United
States. Now, when all these lines are gone, why should CUMARD -- I
repeat, a vicious competitor as the U.S. lines went down one by one -
be entitled to special largesse from this Congress, largesse that, by
undermining the Jones Act, will undermine the rest of the U.S.-flag
fleet as well? On the subject of CUNARD, I would like to draw the
Subcommittee's attention to an article on page 3 of Lloyd's List, dated
June 17, 1983, which states that "CUNARD is said to be tnteestied in
acquiring a 50 percent stake in the company. " The company is Cruise
America Line, the company that is proposing to bring these two ships
into our coastwise trades. If ever there was a case of a child murder-
ing his parents and then throwing himself on the mercy of the court
because he is an orphan, this is it!

Mr. Chairman, there is more about this bill that recommends its
rejection, such as claims of national security that even the Navy will
not support. But I would conclude on a different but related - and
fundamental - consideration.
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From time to time, and with increasing frequency, the Merchant
Marine & Fisheries Coittee is criticized for being merely a special.
interest committee and there are calls for its abolition. Nothing can
fuel these sentiments faster than bills such as this one which has
*special interest written all over it. Nothing can fuel these senti-
ments faster than squabbling and bickering on bills like this one when
we all should be developing together a coherent, comprehenisve program
to rebuild our merchant fleet. Nothing can lead more surely to the
eventual demise of the U.S.-flag fleet - for this Committee is our
staunchest friend and our most loyal supporter, and if it is dissolved,
you can be certain that our opponents - here and abroad - will strike.
And they will strike hard.

It is time to be serious about the problems that face our industry.
This bill - on that ground alone - should be dismissed.

S incerely rs,.

AYM. Calhoon
president

JMC/kmy



219

JOINT MARITIME CONGRESS
Hal of fthe SfS105 Buildling, 444 Norlh Capitol Street, Suite 801, Wa rington, DC 20001 Teleplone (202) 68.-2405

OvdA.LeH June 28, 1983

The Honorable Mario Biaggi
Chairman, Subcommittee on Merchant Marine
Committee on Merchant Marine and Fisheries
Room H 2-531, Annex II
300 D Street, S.W.
Washington, D.C. 20515

Dear Mr. Chairman:

on behalf of the Joint Maritime Congress, an association
representing more than a hundred U.S.-flag steamship companies that
operate in the domestic and foreign trades of the united States, I
would like to register our strong opposition to H.R. 2883. The
measure now before your Subcommittee would permit two foreign-built
passenger vessels, the CUMARD COUNTESS and the CUARD PRINCESS, to be
"re-flagged" as American vessels, granting them the privilege of
operating in our protected coastwise trades. We speak out against
this proposed legislation for two reasons - one, for the health and
future of our country and our merchant and passenger fleets, the
Jones Act should not be undermined, and two, we must develop a
cohesive national policy on foreign construction of vessels to be
flying our flag instead of addressing this dilemma on a slipshod
case-by-case basis.

There is no need to repeat what has been said time and time
again about the integrity of the Jones Act - that it cannot be
watered down if we are genuinely committed to maintaining a strong
domestic fleet capable of providing economic and national security
benefits. You correctly recognized this fact during hearings on
H.R. 1372, earlier this month. What does need to be clearly stated,
however, is that an exception to the cabotage principle, recognized
by our country since 1793 and in its current form since 1)20, would
not provide the national security benefits alleged by proponents of
this legislation. Jones Act principles, based in large part upon
national security considerations, contribute far more to our security
than admission of these vessels into the trade possibly could. The
Department of the Navy, on behalf of the Defense Department made that
quite clear in its response to Cruise America Lines, Inc's petition
to waive Jones Act restrictions for the CUNARD PRIMCESS asserting
that "...it is not apparent that permitting the CUNARD PRINCESS to
operate in the U.S. coastwise trade would provide a clear and direct
(national defense] benefit to the Department."

Cable USFLAG 
T
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The argument that operation of this vessel and the CUNARD
COUNTESS in the domestic trades would strengthen our military
preparedness by adding sealift and hospital ship capacity at times of
national emergency is without basis and a smokescreen. In this case,
national security is being used to mask what is actually commercial
opportunism. Proponents of this legislation are not motivated by
either the integrity of United States law or our national defense
posture. National defense serves merely as an excuse to embark on a
venture which would in fact further the interests of one individual,
and, allegedly, a foreign corporation that cynically exploited U.S.
maritime policies in the past. Furthermore, passage of this legis-
lation will stifle entirely the future for new U.S.-built, U.S.-flag
passenger ships.

Additionally, to make matters worse, we continue to lack a
national policy on foreign construction or acquisition of vessels to
be registered under the U.S. flag either in the Jones Act trades or in
U.S. foreign commerce. This larger question, loominq in the minds of
all U.S. operators, must be a top priority of the .qubcorvmittee.
Furthermore, when examining H.R. 2883, it is important to note that
the measure involves re-flagging foreign-built vessels for the
domestic trade - not the international trade, where we do face
competition from foreign operators with foreign-built vessels. Under
these circumstances, it is certainly impossible to justify an
exception to the law.

In conclusion, we at the Joint Maritime Congress urge the
Merchant Marine Subcommittee to reject H.R. 2883. The measure would
not enhance our national security position and it Precedes when it
should follow the overriding build-abroad question. Your
consideration of our position on this matter is greatly appreciated.

Sincerely,

David A. Leff

Executive Director

cc: Subcommittee on Merchant Marine

DAL/pac
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17 BATTERY PLACE. NEW YORK. NEW YORK 10004 TELEPHONE .212) 425.1200

June 28, 1983

Hon. Mario Biaggi
Chairman
U.S. House of Representatives'
Subcommittee on Merchant Marine
Washington, D.C.

Re: H.R. 2883

Dear Congressman Biaggi:

The International Longshoremen's Association, AFT,-CIO
wishes to register its strong opposition to a bill pending
before your Subcommittee, namely, H.R. 2883. The proposed bill
is designed to depart from this nation's long-established
Maritime policies under the Jones Act, by granting coastwide
privileges to passenger vessels of the Cunard Line, the CUNARD
PRINCESS and CUNARD COUNTESS. They are owned and operated, and
were built by foreign interests. They cannot now engage in
carrying passengers between one American port and another
because of our nation's historic promotion of its own
intra-coastal trade.

H.R. 2883 strikes at the economic health of the U.S.'s
shipbuilding and ship-operating industries. If this bill is
favorably recommended and eventually passed, it will more than
merely set a precedent for similar legislation on behalf of
other foreign carriers. To the extent that such vessels are
allowed to swallow the domestic passenger trade, they will be
displacing and eventually replacing U.S. flag vessels. In
turn, these events will discourage those who want to build
cruise vessels in U.S. shipyards from going ahead with present
and future plans. This is because the prospects of survival
and profitability in moving passengers between American ports
will no longer be reasonable. Financing for such ventures,
which has been difficult enough until now, inevitably will dry
up.

-54
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I believe that no member of Congress is more committed
to the operation of vessels under the American flag, including
passenger ships and their construction here, than yourself.
You know that these activities will result in considerable
employment tor shipyard and shipboard workers. It will also
benefit those who service them in their ports of call,
including our own members. You and the other members of your
Subcommittee are also aware that U.S. vessels under American
control are necessary to both economic and military security by
sea. Unless we have a readily available shipyard capacity and
the ability to call upon our vessels as and when a crisis may
arise, we will be at a definite disadvantage in moving our
troops and cargo.

Some sponsors of H.R. 2683 are promoting a fiction
when they contend that the bill is required for our national
defense. This argument evaporates in light of the February,
1983 statement by the Deputy Assistant Secretary of the Navy
for Sealift and Maritime Affairs on that matter when he stated
that "it is not apparent that permitting the CUNARD PRINCESS to
operate in the U.S. coastwide trade would provide a clear and
direct benefit to the Department". The Falklands adventure
demonstrates that these, like other British vessels, are always
subject to the call of their own parent country. They hold no
le.al or mocal allegiances to the countries whmara they ply
their trade. Assuming that the vessels in question are
conscripted by their mother country to meet some sudden need,
it will leave a vacuum in servicing our own citizens one which
cannot be readily filled if we don't provide the ships with
which to do it.

Which brings me to another myth advanced oy the
backers of this bill. They claim that the American shipyards
cannot attract or perform the essential work to construct and
maintain cruise vessels.

The Subcommittee has already heard testimony
concerning the plans of American Cruise Lines (which already
operates three U.S. built passenger vessels in the coast-wide
trade) to build two additional 600-passenger cruise ships right
here in the United States. We have also learned that Contessa
Cruise Line will be introducing a U.S.-built vessel into the
trade sometime later this year. There are other projects in
progress that are geared to the eventual re-entry of major
vessels into the trade, such as the MONTEREY, SANTA ROSA and
the UNITED STATES, once-upon-a-time our nation's flagship.
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These vessels will help restore America's pride and
position among the world's commercial fleets. However, to do
so, they must be economically sound. This will not happen
unless they have the opportunity to show that they can get and
hold the passenger trade. If the Cunard line is permitted to
try to take over that trade by obtaining a foot-in-the-door
through this bill, it will be followed by their compatriots and
competitors. Then, the revival of American passenger shipping
will have been caused by Congress' own action to become a
sel!f-wlled myth. This must not be allowed to happen if we are
to protect our own vtEal interests. This realization must be
uppermost in your Subcommittee's consideration.

I therefore urge you, not only on behalf of the ILA
but also in keeping with the resolutions of the AFL-CIO's
Executive Council and Maritime Trades Department, to convince
the members of the Subcommittee and of the House not to yield
to this undisquised assault upon American policies. These are
expressed in the Jones Act and other historic and still valid
maritime and defense legislation.

I urge you and them to use this occasion to reassert
our national leaders' confidence in the ability of the shipping
- including ship-building - sectors of our economy to renew and
to grow. This is a perfect opportunity to reaffirm their
conviction that, given the will and the means, America can
rebuild its maritime base and recapture the business of our own
countrymen. It can do so by retaining for them the option of
using American flagships.

This is the time to promote employment in all
construction industries, including building ships. This is not
the time to scuttle longstanding national policies and
practices by "giving up the ship* and letting others tow it
away. What we need is a spirit of encouragement and
commitment, and not the resignation and defeatism represented
by this destructi-ve piece of legislation.

Please feel free to call upon our union to render
whatever support you may find necessary or desirable to put
this ill-advised bill into permanent mothballs.

Sincerely yours,

Thomas W. Gleason
International President

2/jam
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OF NORTH AMERICA * AFL-CIO
5201 Auth Way, Camp Springs, Maryland 20746

301-899-0675

FRANK DROZAK

Pre5i0,w
June 29, 1983

The Honorable Mario Biaggi
2428 Rayburn House Office Building
Washington, DC 20515

Dear Congressman Biaggi:

On behalf of the Seafarers International Union of North
America, I am writing to urge your support for H.R. 2883, a
bill to help revitalize the U.S.-flag passenger fleet and
strengthen U.S. national security.

The legislation would permit the passenger vessels CUNARD
PRINCESS (currently under Bahamian registry) and CUNARD
COUNTESS (currently under British registry) to be registered in
the United States and operate in the coastwise passengership
trade.

The successful revival of the U.S.-flag passenger fleet is
important to both our economy and national security. Allowing
the CUNARD COUNTESS and CUNARD PRINCESS to join the U.S.-flag
fleet would offer employment opportunities to American seamen
and provide Jobs in related maritime industries. It would
generate revenues to the U.S. Treasury through taxes on
domestic and corporate incomes. It would also improve the
country's balance of payments deficit by reducing the amount of
tourist dollars paid to foreign-flag cruise lines.

Of greater importance is the national security role of a
U.S.-flag passenger fleet. By law, the CUNARD PRINCESS and
CUNARD COUNTESS would be available for naval auxiliary service
in times of national emergency. These vessels would serve well
as troopships and hospital ships. During the Falkland Islands
crisis, Great Britain relied on four passenger ships to carry
troops and provide medical capabilities essential to the
successful conclusion of that crisis.

In addition, the entry of the CUNARD PRINCESS and CUNARD
COUNTESS into the coastwise trade will help maintain the U.S.
shipbuilding mobilization base. It is estimated that $5 million
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annually would be spent in U.S. shipyards for maintenance and
repairs. In turn, this will provide jobs for shipyard workers
in a depressed shipbuilding industry.

In conclusion, the Seafarers International Union endorses
H.R. 2883 and requests your strong support for this legislation.

Sincerely,

Frank Drozak
President
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Metal Trades Department 0.,YA/0 EJ FA,.I/

American Federation of Labor and Congress of Industrial Organizations * -: ,

June 30, 1983

Honorable Mario Biaggi
Chairman, House Merchant
Marine Subcommittee
Room H2-531
House Office Building Annex 2
Washington, D. C. 20515

Dear Mr. Chairman:

The AFL-CIO's Metal Trades Department, representing some 5
million members of twenty-two national and international unions,
is strongly opposed to the passage of H.R. 2883, legislation to
permit the Cunard Princess and the Cunard Countess to be
documented as vessels of the United States and to enter the coastwise
trade.

The Metal Trades Department and the AFL-CIO itself, as well as the
Maritime Trades Department have been among the most consistent
supporters of the Jones Act for many years. To permit the "reflag-
ging" of these two foreign-built ships and to allow them to en-
gage in U.S. Coastwise passenger trades would be to seriously
undermine the Jones Act and to further weaken our already enfeebled
Merchant Marine. It would also be unfair to American firms
planning to build a full line of cruise ships in U.S. shipyards,
to be manned by U.S. crews and legitimately fly the U.S. flag,
in full compliance with Jones Act requirements.

We contend that any waivers such as provided in H.R. 2883 are
unacceptable erosions of the integrity of the Jones Act, and are
totally unnecessary, since there is no national defense con-
sideration involved. Approval of this measure would further
weaken our shipbuilding industrial base, break faith with those
who are working to revitalize our U.S. shipbuilding effort within
the framework of the Jones Act, and seriously damage ongoing work
to rebuild our U.S. Merchant Marine. We fully appreciate the need
to create more seagoing jobs for our people, but to permit any
foreign-flag, "bargain basement" vessels to enter the U.S. coast-
wise passenger trade through this abridgment of Jones Act principles
is not the proper way to address maritime unemployment, either
seagoing or onshore.
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Metal Trade Department
American Federation of Labor and Congress of Industrial Organizatione

Page 2

Approval of this bill would signal to others interested only in
the big cruise lines dollar trade of wealthy Americans that they
need only buy up as many obsolete passenger vessels as they can
from around the world, put on a new coat of paint and whatever
else they must do, and then have their own "U.S.-flag cruise
line" via another Jones Act waiver route. It would send another
signal to U.S. shipbuilding ventures seeking to build in American
yards, using American workers, American-made steel, machinery,
and other equipment. That signal to the U.S. shipbuilding firms
would be "don't bother, because Congress has decided that the
Jones Act has outlived its usefulness."

Moreover, Mr. Chairman, it is our understanding that those who
are seeking passage of this bill do not even own the two vessels
for.which U.S.-flag status is being sought and that they may not
even be up for sale for this or any other purpose. If such
information is correct, it would appear that the proposed "legal"
violation of the Jones Act may be the only way in which such
proposed transaction could even take place. Whatever might be
the pretext, we do not consider Jones Act waivers to be justified
in such cases.

Over the years, this Committee has fought valiantly to preserve
the spirit, as well as the letter of the Jones Act, to maintain
our shipbuilding industrial base, and for jobs for shipbuilding
and maritime workers. Your own leadership has been invaluable
in these and other efforts to strengthen our U.S. Merchant Marine
and to help forge a modern national maritime policy. We strongly
believe that the public interest can best be served by your
committee's rejection of H.R. 2883 so that strict observance of
Jones Act protections against special commercial interests and
foreign-flag operators may be continued and its integrity preserved.

I would appreciate your making this letter a part of the hearing
record on this 1 gislation.

Sin elys 1

Presid t
Z
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STATE OF FLORIDA
OFFICE OF GOVERNOR 508 CRAHAM

July 8, 1983

The Honorable Mario Biaggi
Chairman
Subcommittee on Merchant Marine
H2-531, House office Building Annex II
Washington, D.C. 20515 REz H.R. 2883

Dear Chairman Biaggi:

I am writing to you regarding H.R. 2883 and Florida based
Cruise America Line, Inc., which proposes to operate the
"CUNARD COUNTESS" and "CUNARD PRINCESS" in the coastwise
cruise trade. The State of Florida, as I am certain you
are aware, enjoys more cruise departures annually than any
other state, which contributes significantly to our state's
welfare. Our fine cruise ports, which include Jacksonville;
Port Canaveral; Palm Beach; Port Everglades; Miami; Key
West; Tampa and the newly constructed port of St. Peters-
burg last year combined accounted for 1 134 308 passenger
embarkations, not one of which was aboaira deep-sea
American flag; American crewed vessel, all of which were
destined to distant foreign ports of call.

I understand that Cruise America vessels will not only
embark passengers at our ports, but will also offer cruise
calls as a number of Florida cities, affording passengers
the opportunity of touring our peninsula by luxury cruise
ship for the first time in our state's history. We well
understand the economic impact of these prospects and suspect
other Atlantic, Gulf, Pacific, and Great Lakes coastal states
would equally benefit from the passage of H.R. 2883.

As Governor of the State of Florida, I strongly urge your
Committee's endorsement of the legislation which, if
enacted, will provide for much needed employment in maritime
and tourist industries and will permit American and foreign
vacationers to enjoy our nation's seagoing heritage and
seacoast areas.

Please include this statement for the Record.

WithGrr

Governor

BG/klb



229

AiJs 81983

CITY 0r

FORT LAUDERDALE
FLORIDA

P. 0. ORAWER 14250 * 33303
ROBERT A. DRESSLER 100 N. ANORIEWS AVENUE

MAYOA (305) 761-2245

August 2, 1983

The Honorable Carroll Hubbard
The House of Rpresentatives
Rayburn Building, Room 2182
Independence and South Capitol Street, S.W.
Washington, D.C. 20515

RE: H.R. 2883

Dear Congressman Hubbard:

The City of Fort Lauderdale would like to express its support of
H.R. 2883 and Fort Lauderdale-based Cruise America Line, Inc. Our
city has become a major international cruise port which has con-
tributed significantly to our local economy, vith 63,505 passenger
embarkations last year. Our port has not, however, hosted an
American ovned, American creved, American flag passenger vessel
since the demise of the Prudential-Grace Line cruise service in
the early 1970's.

Robert L. Lambert, President of Cruise America Line, has been a
citizen of our city since 1939 and has been actively involved in
our community in both civic and marine-oriented activities.

We believe that the proposal of Mr. Lambert and Cruise America
would be beneficial to our City and hope that the Merchant Marine
and Fisheries Comittee will enact H.R. 2883 without further delay,
thus permitting our citizens to cruise from Port Everglades aboard
American flag ships.

Please include this statement in the record.

Sincerely,

Mayor

RAD/2334n
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city Of St. Pewrsbue
office of he Mayor and Counci

August 23, 1983

The Honorable Mario Biaggi
Vice Chairman, Merchant Marine and Fishery

Sub-Comittee
2428 Rayburn House Office Building
Washington, D.C. 20515

Dear Representative Biaggi:

RE: H.R. 2883

The C~ty Council of St. Petersburg, Florida, by resolution on August 18,
1983, expresses its full support of H.R. 2883. Our City has recently
expended hundreds of thousands of dollars to construct a new cruise
passenger terminal in order to attract additional tourists to our City.
The terminal is located in the heart of our recently renovated downtown
district and is an integral part of the redevelopment of our inner
City.

St. Petersburg has a significant local market area, a major airport to
support air/sea packages and a strong desire and commitment to support
the cruise industry, and Cruise American Line in particular, in its quest
to service communities such as ours. The City of St. Petersburg well
understands the economic impact of the Cruise America proposal and the
local services to be provided by the Port and private companies. The
proposed Cruise America program will mean much-needed jobs, business
income, tax revenues, investment opportunities and tourism promotions to
our City.

The City of St. Petersburg hereby requests that you and your committee
expeditiously consider, and pass as written H.R. 2883. This will permit.
St. Petersburg and other seacoast communities to share in the cruise
industry by enabling the CUNARD COUNTESS and CUNARD PRINCESS to cruise
our shores as American Flag Ships,

Sincerely,

Mayor Corinne Freeman

CF:bph2

cc: Congressman C. W. "Bill" Young

Cty of S4 Petrsr g Post Off"ce Box 2842 St Petersburg, FWorWi 33731 Counc4-Msnager Oovernmswt Teleph" (8 13) 893-07117
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CITY OF ST. PETERSBURG

August 29, 1983

The Honorable Mario Biaggi
Vice Chairman, Merchant Marine
and Fishery Subcommittee
2428 Rayburn House Office Bldg.
Washington, D.C. 20515

Dear Representative Biaggi:

RE: H.R. 2883

The Port of St. Petersburg wishes to express its full support of
H.R. 2883, to permit Cruise America Line, Inc. to operate the M.S.
Cunard Countess and M.S. Cunard Princess under the American flag.
Our new 13i000 square foot passenger facility, located in St.
Petersburg s redeveloped Bayboro Harbor and waterfront, would be
an ideal cruise port for large American flag cruise ships.

In addition, the Port of St. Petersburg is situated i-mmediately
adjacent to Albert Whitted Airport, a full-service general aviation
facility. This unique location allows passengers to literally fly
to the cruise ship with direct walk through access. This feature
would be of particular interest to special aviation or professional
groups desiring ease of embarkation for cruise ship sponsored meet-
±ngs and symposiums.

The Port of St. Petersburg, and the City of St. Petersburg fully
recognize the tremendous economic impact of cruise ships. We are
therefore, most hopeful and strongly urge that this important legis-
lation will be enacted in an expeditious manner so that we may soon
welcome the first American cruise ship ever to visit our City.

Please include this statement for the record.

Sinqerely,

D. Timothy Travis, Lrector

PORT OF ST. PETERSBURG

DTT: pm

c.c. Congressman C.W. "Bill" Young

City of St Petembrg, P.O. Box 2842 SL Petersburg, Floida 33731 Counal.Manager Government Telephone: (813) 893-7171
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•J-JHiWHY-cO -Inc.
nAVAL ARCHITECTS - MARIne EnGIEERS - mARIE consuLTAnTS

TEL. 212 938-2100 Twx 710-581-2021 TWO WORLD TRADE CENTER

CABLE HENRYCOINC TELEX 422-038 SUITE 9528
NEW YORK, N.Y. 10048

JOHN M. DEMPSEY, JR.
sncr. I.R6.o=, September 9, 1983

The Honorable Mario Biaggi
Chairman
Sub-Committee on Merchant Marine
Rayburn House Office Building
Room 531, Annex II
Washington, D. C. 20515

Dear Congressman Biaggi:

We were asked to review what the estimated price would be for a new
passenger vessel to be constructed in the United States to a standard
equivalent to that found in modern passenger liners. Since there is no
recently U.S. built passenger ship which can be used to establish a
benchmark, we have had to derive our estimate from other known data and
J. J. Henry Co., Inc.'s many years of experience.

Detailed comparisons between U.S. and foreign built ships have not been
made in the past few years due to the fact that there has been fio need for
this information since the expiration of construction differential subsidy
programs. It is, however, generally accepted that U.S. built ships cost
more than twice as much as containerships, tankers and bulk carriers which
are normally built in the Orient. However, we would not expect that passenger
ships would follow this relationship due to the large amount of outfitting
work required and the fact that European wage rates are more comparable to
those in the U.S. It is our opinion that foreign built passenger ship prices
would cost 60-70 percent of the U.S. shipyard prices, assuming that comparable
passenger ships continue to be built in North Europe.

Our staff has analyzed new overseas passenger ship construction prices
starting in 1980 and developed a price per passenger berth for 1986/87
delivery for European built passenger ships. It is our opinion that the
price per passenger berth would range from 135,000 to 160,000 U.S. dollars.
Therefore, we would expect the price of a 900 passenger ship to be in the
range of 113 to 135 million U.S. dollars when built in Europe. Accordingly,
a 900 passenger ship built in the United States and delivered in 1987 would
be priced in the range of 175 to 240 million U.S. dollars. Detailed study
would be required to narrow this range.

We also reviewed the cost of a 1400 berth vessel comparable in size
to those new being built in Europe and derived prices in the range of
270 to 375 million U.S. dollars.



233

Enclosed herewith for information is our corporate credentials as outlined
in the J. J. Henry Co., Inc. brochures and attachments.

Please include this statement for record in HR 2883.

Sincerely,

J. J. HENRY CO., INC.

,jn Dn empsey, j.

JMD/nh
Enc.
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September 12. 1983

The Honorable Mario Biaggi
Chairman
Subcommittee Merchant Marine & Fisheries
2428 Rayburn House Office Building
Washington. D.C. 20515

Dear Mr. Chairman:

As you know. on September 14. 1983. the House
Subcommittee on Merchant Marine is expected to mark
up H.R. 2883. legislation to permit the passenger
vessels Cunard Princess and Cunard Countess to be
registered in the United States and operate in the
coastwise passenger ship trade of the United States.
The Transportation Institute respectfully urges you
to support this legislation. H.R. 2883 bodes well
for the U.S.-flag maritime industry, and beyond that.
there is the promise of beneficial effects for tourism
and the American economy in general.

The American-flag passenger fleet has virtually
disappeared from the sea. In the past couple of
years. Congress has taken a number of steps to restore
this important sector of the fleet. The reflagging
of these additional vessels, two of the newest and
most modern ships in the world. will mark important
further progress in the revitalization of the U.S.
merchant passenger vessel fleet.

Passage of H.R. 2883 will provide hundreds of
jobs in the U.S. seafaring and related maritime
industries. This increased employment will carry
over to the U.S. shipbuilding industry as well. In
up-front costs alone, each vessel will have to undergo
several million dollars worth of repair work in order
to meet U.S. Coast Guard standards. It is our under-
standing that this initial work. as well as all future
maintenance and repair work. will be completed in
American shipyards. While the Transportation
Institute would favor the construction of passenger
vessels in U.S. shipyards, reality dictates otherwise.
In the past 25 years. no large passenger ships have
been constructed in this country. Furthermore, given
the high cost differential between a U.S.-built and a
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foreign-built passenger vessel, it is highly unlikely that any
large passenger vessel will be built in the United States at
any time in the near future.

H.R. 2883 also will greatly enhance the Nation's defense
posture. The United States commercial merchant fleet has long
been recognized as a vital national asset. It is well known
that the U.S. merchant marine serves as an auxiliary to the
U.S. Naval forces in time of war or national emergency. In
recent years. the U.S. military has placed increased emphasis
on the role of sealift in strategic mobility. Nonetheless, the
number of ships capable of performing this vital role is
declining. One need only look to the recent Falkland Islands
crisis to appreciate the value of a strong privately owned
U.S.-flag passenger fleet. Some of Britain's most valuable
assets were the British-flag passenger ships employed in that
encounter. These vessels, one of which in fact was the Cunard
Countess, provided Great Britain with the vital troop carrying
and medical capabilities necessary to successfully accomplish
their military objectives. If the United States were to be
involved in even a minor conflict today, it would not have the
passenger ships necessary to fulfill its military needs. In
light of the present state of world affairs, and the presence
of three wars, America cannot afford to let this important
segment of our merchant fleet disappear.

In addition, we would like to comment on the possible impact
H.R. 2883 would have on the existing U.S.-flag cruise ship
industry. During the recent hearings on H.R. 2883. concern was
raised over the impact this legislation would have on existing
U.S.-flag vessel passenger services. We would like to point
out that, based on the itinerary outlined by Cruise America
Line. Inc., neither one of these vessels will compete with any
existing American passenger services. If anything, passage of
H.R. 2883 could very well have a positive impact on the American
cruise industry. This will be realized from the fact that
Cruise America. Line, which has already expended considerable
sums of money for planning, will be entering a previously un-
tested market, and if successful, will serve as an encouragement
and incentive for other potential U.S. operators. This. in
turn, by demonstrating the viability of this new market, could
create further business for American shipyards in the future.

In conclusion, the Transportation Institute expresses its
appreciation for your recent efforts to reinvigorate the
American merchant marine, and in particular, the American-flag
passenger fleet. We believe that every effort should be made
to assist every American operator that shows an interest in
devoting capital to this type of venture. It consistently has
been our position that a successful U.S.-flag cruise industry
could be and should be redeveloped in this country. H.R. 2883
will go a long way to insure the realization of this goal.

Sincerely.

Peter J. Luciano
Executive Director

25-905 0 - 84 - 16



PUERTO RICO PASSENGER TRANSPORTATION

WEDNESDAY, OCTOBER 19, 1983

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON MERCHANT MARINE,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C.

The subcommittee met, pursuant to call, at 10 a.m., in room
1334, Longworth House Office Building, Hon. Walter B. Jones
(chairman of the full committee) presiding.

Present: Representatives Jones, Forsythe, Fields, and McKernan.
Staff present: Ricardo A. Ratti, Cynthia M. Wilkinson, Ann

Mueller, Gerry Seifert, Stephen D. Little, Kip Robinson, Gwen
Lockhart, and Brian Kelly.

Mr. JONES. The subcommittee will come to order, please.
We have before us today H.R. 89. H.R. 89 would allow vessels

other than coastwise-qualified vessels to carry passengers between
ports in Puerto Rico and other ports in the United States. U.S. ca-
botage laws permit only U.S.-fiag, U.S.-built vessels to carry pas-
sengers directly or indirectly between ports in the United States.
Puerto Rico-a commonwealth of the United States-is part of the
coastwise trade.

The problem-and the reason this legislation is necessary-is
that American-flag cruise ships have not traveled between the
mainland United States and Puerto Rico on a regular basis for ap-
proximately 30 years. As a result, the only direct commercial
means of travel between the island and the mainland has been by
air carrier. Many people are unable-because of physical or psycho-
logical reasons-to use this method of transportation. The alterna-
tive is a costly, circuitous, and lengthy trip by water via the Virgin
Islands.

The Puerto Rican tourist industry also suffers from the restric-
tions in the cabotage laws. The island is a very popular tourist at-
traction-yet the coastwise laws and the fact that only foreign-flag
cruise ships service Puerto Rico conspire to divert important tour-
ist dollars from its economy. This bill would help to lessen the
dollar diversion by allowing Americans to take advantage of the
popular fly-cruise packages from other U.S. ports to Puerto Rico-
an opportunity presently denied them.

Last Congress, this subcommittee held two hearings on a similar
measure-H.R. 1489. That bill was amended in committee and sent
to the House of Representatives where it passed by a resounding
and decisive vote of 387 to zero. The administration supported the
bill-but, since our Senate colleagues failed to act, H.R. 1489 died
with the adjournment of the 97th Congress.

(237)
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H.R. 89 is identical to the legislation passed by the House last
year. It sets up a three-tiered regime whereby a noncoastwise-quali-
fled vessel may enter the Puerto Rican trade if no coastwise-quali-
fied vessel is available. The bill also gives preference to U.S.-flag
ships that are not coastwise-qualified over foreign-flag vessels.

This legislation would do much to assist our fellow citizens in
Puerto Rico. At the same time, H.R. 89 has a built-in mechanism
that insures there will not be a permanent incursion into the Jones
Act passenger trade between the mainland and the commonwealth.

The Chair recognizes Mr. Forsythe.
Mr. FORSYTHE. Thank you, Mr. Chairman.
Mr. Chairman, I want to thank you for scheduling this hearing

on H.R. 89, which will permit foreign-flag passenger service be-
tween the United States and Puerto Rico. I also want to welcome
our distinguished visitors from Puerto Rico.

Presently, U.S. cabotage laws allow only U.S. coastwise-qualified
vessels to carry passengers between points in the coastwise trade,
which, of course, includes Puerto Rico. The problem, however, is
that there has been no regular U.S.-flag passenger service for
Puerto Rico since about 1953. In fact, today there are only two
U.S.-flag passenger vessels operating in coastwise service, both in
the Hawaiian Islands trade.

Although adequate air service is available, some people simply
cannot travel by air. Those who must travel by passenger vessel
may not be able to afford the time it now takes to make the trip. I
understand a round trip by the current Virgin Islands route can
take up to 12 days.

The problem goes well beyond the matter of travel inconven-
ience. The absence of U.S.-flag passenger service has undoubtedly
deprived the Puerto Rican economy of its share of a significant, lu-
crative island tourist cruise business. While current customs regu-
lations permit noncoastwise-qualified vessels to call at Puerto
Rico's ports, they can stay no longer than 24 hours. This, naturally,
limits the revenues which Puerto Rico can expect from this seg-
ment of its tourist trade. Puerto Rico has so much to offer; a fuller
participation in this trade would surely produce welcome economic
results.

I am fully aware of the criticisms aimed at this bill and think we
should always look carefully at any measure which permits a for-
eign-flag vessel to enter the coastwise trade to evaluate its poten-
tial effect on Jones Act operators. In this case, I believe U.S.-flag
vessels may stand to gain as a result of this measure. I am anxious
to hear the witnesses' testimony so that these issues can be fully
explored.

Thank you.
[The bill and a departmental report follow:]

[H.R. 89, 98th Cong., 1st sess.]

A BILL To permit the transportation of passengers between Puerto Rico and other United States ports on
foreign-flag vessels when United States flag service for such transportation is not available

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That (a) notwithstanding any other provision of law,
passengers may be transported on passenger vessels not qualified to engage in the
coastwise trade between ports in Puerto Rico and other ports in the United States,
directly or by way of a foreign port, except as otherwise provided in this Act.
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(bX) Upon a showing to the' Secretary of Transportation, by the vessel owner or
charterer, that service aboard a United States passenger vessel qualified to engage
in the coastwise trade is being offered or advertised pursuant to a Certificate of Fi-
nancial Responsibility for Indemnification of Passengers for Nonperformance of
Transportation (46 U.S.C. 817e) from the Federal Maritime Commission for service
in the coastwise trade between ports in Puerto Rico and other ports in the United
States, the Secretary shall notify the owner or operator of each vessel transporting
passengers under authority of this Act that he shall, within two hunderd and seven-
ty days after notification, terminate all such service. Coastwise privileges granted to
an owner or operator under this Act shall expire on the two hundered and seventi-
eth day following the Secretary's notification.

(2) Upon a showing to the Secretary, by the vessel owner or charterer, that service
aboard a United States passenger vessel not qualified to engage in the coastwise
trade is being offered or advertised pursuant to a Certificate of Financial Responsi-
bility for Indemnification of Passengers for Nonperformance of Transportation (46
U.S.C. 817e) from the Federal Maritime Commission for service in the coastwise
trade between ports in Puerto Rico and other ports in the United States, the Secre-
tary shall notify the owner or operator of each foreign-flag vessel transporting pas-
sengers under authority of this Act that he shall, within two hundred and seventy
days after notification, terminate all such service. Coastwise privileges granted to
an owner or operator under this Act shall expire on the two hundred and seventieth
day following the Secretary's notification.

(c) If, at the expiration of the two-hundred-and-seventy-day period specified in sub-
paragraphs (bXl) and (bX2) of this Act, the vessel that has been offering or advertis-
ing service pursuant to a certificate described in either of those subparagraphs has
not entered the coastwise passenger trade between ports in Puerto Rico and other
ports in the United States, then the termination of service required by either of
those subparagraphs shall not be required until ninety days following the entry into
that trade by the United States vessel.

(d) Any coastwise privileges granted in this Act that expire under subparagraph
(bXl) or (bX2) shall be reinstated upon a determination by the Secretary that the
service on which the expiration of the privileges was based is no longer available.

(e) For the purposes of subparagraphs (bX1) and (bX2), the Secretary, by regula-
tion, shall define the term "passenger vessel" and shall consider as the basis for the
definition the type and volume of service provided in the Caribbean passenger
trades, as well as the volume of service required or being provided between ports in
Puerto Rico and other ports in the United States.

U.S. DEPARTMENT OF TRANSPORTATION,
Washington, D.C., October 18, 1983.

Hon. WALTER B. JONES,
Chairman, Committee on Merchant Marine and Fisheries,
House of Representatives, Washington, D.C.

DEAR MR. CHAIRMAN: This is in reiiponse to your request for the Department of
Transportation's views on H.R. 89, a bill-"To permit the transportation of passen-
gers between Puerto Rico and other United States ports on foreign-flag vessels when
United States-flag service for such transportation is not available."

The Commonwealth of Puerto Rico comes within the cabotage laws of the United
States. These laws require that the ocean transportation of merchandise and passen-
gers between Puerto Rico and the United States be in U.S.-flag vessels. The Act of
June 19, 1886, as amended (46 U.S.C. 289), resticts the ocean transportation of pas-
sengers in such trade to U.S.-flag vessels. However, not all U.S.-flag vessels are eligi-
ble to provide such coastwis3 service. For example, a U.S.-flag vessel that was con-
structed abroad could be operated in the foreign commerce of the United States but
not in our coastwise trade between Puerto Rico and the United States.

H.R. 89 would provide an exception to existing law foi the ocean transportation of
passengers between ports in Puerto Rico and oth r ports in the United States. Sub-ject to the terms and conditions set forth in the bill, (a) in the absence of qualified
J.S.-flag service, H.R. 89 would authorize the operation of U.S.-flag vessels not

qualified to operate in the coastwise trades, and (b) in the absence of any U.S.-flag
service, H.R. 89 would authorize the operation of foreign-flag vessels. H.R. 89 is
almost identical to H.R. 1489-97th Congress, as it passed the House of Representa-
tives on August 17, 1982.

The purpose of H.R. 89 is twofold. First, it would permit nonqualified U.S.-flag
and foreign-flag vessels to transport passengers in the U.S. coastwise trade between
ports in Puerto Rico and the U.S. mainland, an activity currently prohibited under
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existing law. Second, the bill would continue to protect qualified U.S.-flag vessels
from such competition in the event such a qualified vessel should choose to enter
the U.S.-Puerto Rico cruise ship trade. The effect of the bill would be to permit
Puerto Rico to develop tourism and transportation initiatives relating to cruise ship
travel.

In the course of developing the Caribbean Basin Initiative, the Executive Office of
the President and the Department of Transportation promised the Governor of
Puerto Rico that the Administration would attempt to reduce restrictions on the
carriage of passengers between U.S. mainland ports and Puerto Rico by foreign-flag
vessels as long as no U.S.-flag vessels were providing the service. In the case of the
U.S.-Puerto Rico trade, no U.S.-flag vessels have provided passenger service for
many years. Thus, options for developing this trade, as well as the ability of persons
in Puerto Rico to take advantage of the services currently provided by foreign-flag
vessels stopping over in Puerto Rico, have been severely restricted. In the continued
absence of participation by U.S.-flag vessels in this trade, H.R. 89 would permit
Puerto Rican tourism and transportation interests to develop this transport option
more fully.

The Department believes that the approach set out in H.R. 89 strikes a reasonable
balance between the interests of Puerto Rico and the U.S. maritime industry and
does not compromise the Administration's commitment to support the substantive
provisions embodied in the Jones Act.

The Office of Management and Budget advises that, from the standpoint of the
Administration's program, there is no objection to the submission of this report for
the consideration of the Committee.

Sincerely,
JIM BURNLEY, General Counsel.

Mr. JONES. The Chair is now happy to recognize the honorable
Commissioner, Mr. Corrada, from the Commonwealth of Puerto
Rico.

STATEMENT OF BALTASAR CORRADA, RESIDENT COMMISSIONER
IN CONGRESS, COMMONWEALTH OF PUERTO RICO

Mr. CORRADA. Thank you, Mr. Chairman.
Mr. Chairman, members of the subcommittee, I appreciate the

opportunity to appear before this subcommittee to testify in sup-
port of H.R. 89, legislation to allow the transportation of passen-
gers between ports in Puerto Rico and ports in the U.S. mainland
on foreign-flag vessels when U.S.-flag service is not available. Mr.
Chairman, as you know, this is a very simple and straightforward
bill designed to address a pressing need of many of my constituents
in Puerto Rico and others throughout the mainland United States;
that is, the need for an alternative to air transportation between
the mainland and the island.

During the 97th Congress, with your efforts and strong support,
we were able to move an identical bill, H.R. 1489, here in commit-
tee. On August 17, 1982, by a vote of 387 to zero, the House ap-
proved this legislation. There was a clear recognition of the need
for the legislation which was supported by the administration.

There are two important reasons for this bill: First, as an alter-
nate mode of transportation for thousands of residents in Puerto
Rico and the mainland who cannot or will not travel by air; second,
as a way of providing an incentive to our tourism industry and for
economic development of the island of Puerto Rico.

The health of the tourism industry in Puerto Rico has suffered
during the past year as a result of the ripple effect of the economic
downturn in the country. Our tourism industry is in need of stim-
uli to recover its strength.
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Preliminary figures show a loss of 3.8 percent in the total
number of visitors to the island, from 2,007,824 in fiscal year 1982
to 1,930,614 in fiscal year 1983. Of that figure, 444,148 were cruise
passenger visitors in fiscal year 1982 compared with 411,150 in
fiscal year 1983-a loss of 7.4 percent. Translated into dollars and
cents, this drop represents a loss of $8.2 million in revenues from
the previous year. The tourism industry is an important part of the
economic picture of Puerto Rico and its development must be en-
hanced and strengthened. My bill would offer such an incentive.

H.R. 89 consists of provisions which outline the criteria under
which foreign-flag vessels may operate between Puerto Rico and
the U.S. mainland. For over 20 years, there have been no passen-
ger vessels providing this service to Puerto Rico. The hearings held
during the 97th Congress presented ample evidence of the need and
support for this legislation, and the subsequent markup by your
subcommittee and full committee further refined the legislation to
address some of the concerns expressed. H.R. 89 is identical to the
bill as passed by the House last year.

This bill provides for the transportation of passengers between
the U.S. mainland and Puerto Rico on foreign-flag vessels in the
absence of U.S.-flag vessel service. In the event that U.S.-flag serv-
ice becomes available, there is a three-tier system so that U.S.-flag
vessels not qualified to engage in the coastwise trade and U.S.-flag
vessels qualified to engage in the coastwise trade would displace
foreign-flag vessels in providing service. The legislation provides
that a period of 9 months, 270 days, shall be given to the operator
to terminate service, in the event that U.S.-flag service is available.
This language ensures the orderly transition of service while pro-
viding continuity to the passengers.

As you will hear from the Governor of Puerto Rico and the Di-
rector of the Puerto Rico Tourism Co., it is estimated that passage
of this legislation will result in the creation of 4,000 jobs and an
additional $28 million in total tourist expenditures from the antici-
pated increase of 81,000 new tourists during the first year of oper-
ation after the bill's enactment.

My legislation will help to stimulate the development of a
cruise/vacation/passenger transportation industry that would in
turn help spur the renewal of the U.S.-flag ship industry. I, again,
want to restate the fact that my bill addresses only passenger
transportation. In no way is this bill addressing the issue of cargo
transportation. I am not asking for waivers or exemptions from the
Jones Act for cargo transportation in this bill.

There are two factors which have taken place since you consid-
ered the bill last year and which have a bearing on the legislation.
The first is the enactment of Public Law 98-67, the Caribbean
Basin Economy Recovery Act. As approved by the Congress, the
CBI extended the business convention deduction to eligible coun-
tries. Prior to the signing of the law, only persons attending busi-
ness conventions held in the United States, including Puerto Rico,
Canada, Mexico, and Jamaica were eligible for this deduction. The
purpose of that limitation was to help the domestic tourism indus-
try and to prevent abuses against this deduction. The extension of
that provision to the CBI countries was not part of the original CBI
version.
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Although I strongly supported the enactment of the CBI and con-
tinue to believe in its potential, the extension of the business con-
vention deduction to other countries in the area has the potential
of having a negative impact on tourism in Puerto Rico. This is due
to the fact that conventions which may travel to these nations are
similar to those which now take place in Puerto Rico-small- and
medium-sized conventions of less than 4 days' duration. From 1977
to 1981, the number of conventions on the island tripled from 375
to 1,209. They generated $168 million in 1977 and $355 million in
1981.

While it is difficult at this time to fully assess what the future
impact of that provision will be on Puerto Rico, it is clear that we
have lost a competitive advantage that we previously had. With a
strong U.S. dollar, these countries could develop attractive pack-
ages at the expense of the U.S. mainland and Puerto Rico. H.R. 89
would restore some of that advantage by allowing us to develop
tourism packages to retain those travelers in the United States and
keep their money at home.

The second new factor is the approval by your committee of H.R.
2883, legislation to allow the entry of the Cunard Princess and
Countess into the coastwise trade. The merits of that bill are clear,
and I want to congratulate the chairman for his effort on behalf of
that legislation.

It is interesting to note that in support of H.R. 2883, representa-
tives from a maritime union which opposed my bill used basically
the same arguments that we have used on behalf of our legislation.
That is, first, that there is no U.S. vessel industry available; and,
second, that whenever someone comes up with a good idea designed
to stimulate the domestic industry, it is shot down. This is a good
idea whose time has come, and maybe my bill together with H.R.
2883 will offer the necessary incentives to spur the rebirth of a do-
mestic cruise industry.

The Government of Puerto Rico has been making inquiries
aimed at attracting ships to provide service to Puerto Rico. In his
testimony, Governor Carlos Romero-Barcelo will expand on those
efforts.

One last point that I would like to bring to the attention of the
subcommittee has to do with the 24-hour rule. The proposed change
in the regulation that currently provides that passengers traveling
in a foreign ship may not disembark in a U.S. port for a period
longer than 24 hours has yet to be issued. The proposed new rules,
providing for a 96-hour period, have been awaiting action by the
Secretary of the Treasury.

I was told earlier this week that the proposed change is under
review. Once approved and published in the Federal Register, there
will be a comment period of 60 to 90 days before the regulations
are final. It has now been over one year since the changes were
first discussed, and we are still awaiting their publication in the
Federal Register. I would appreciate any assistance the subcommit-
tee and full committee can give us in speeding the issuance of
those changes.

In conclusion, Mr. Chairman, I would like to restate my thanks
for your assistance in the past on behalf of my legislation, and I
look forward to working with you to obtain approval of this bill.
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At this time, Mr. Chairman, I would ask permission to include in
the record, in addition to my testimony, the testimony of the
Puerto Rico Ports Authority. Mr. Carlos Soler-Aquino could not
come for the hearings today. However, he has written testimony
which I would like to have inserted in the record of these hearings,
Mr. Chairman.

Mr. JoNEs. Without objection, so ordered.
[The statement of the Puerto Rico Ports Authority follows:]

PREPARED STATEMENT BY THE PUERTO Rico PORTS AUTHORITY

We are very pleased to refer to H.R. 89 which will allow the transportation of
passengers between Puerto Rico and other United States ports on foreign-flag ves-
sels whenever there are no U.S.-flag vessels available to render such services.

This bill is of vital importance to the economy of Puerto Rico. Its enactment into
law, which the Ports Authority urges, will provide Puerto Rico with a means to fill
a need which the Island has been suffering for three decades.

Before going into the specifics of the proposed legislation, we deem it advisable to
portray a general picture of Puerto Rico.

GEOGRAPHICAL AND HISTORICAL FRAMEWORK

Located 885 miles southeast of Florida, Puerto Rico is the easternmost island of
the Greater Antilles in the Caribbean. The Island is roughly 3,500 square miles in
size, that is, 100 miles long by 35 miles wide, and harbors some 3.2 million United
States citizens, with its capital city San Juan housing the largest number. San Juan
is also the hub of economic activity of the Island, and holds among its many facili-
ties the most important installations serving the needs for external transportation,
among which we can mention the Puerto Rico International Airport and the San
Juan Port Area.

Its geographical condition forces Puerto Rico to the exclusive use of ocean crafts
and aircraft as the sole means of transportation between other states, territories or
foreign countries. This is remarkably different to the case of Mainland states where,
in addition to the aforementioned means of transportation, ground vehicles means,
railroads and channel transportation are available.

The island of Puerto Rico was discovered by Christopher Columbus on November
19, 1493 on his second voyage to the Americas. Since its discovery the Island re-
mained under the Spanish rule until 1898. On this date Puerto Rico was ceded to
the United States as a result of the Spanish American War. The U.S. Congress pro-
vided a civil government through the Foraker Act of 1900 and Puerto Ricans were
granted United States citizenship in 1917 by virtue of the Jones Act.

Public Law 600 approved in 1950 established a relationship in the nature of a
compact between the United States and Puerto Rico. A local constitution was rati-
fied in 1952 which established the present Commonwealth status within the United
States of America.

DEVELOPMENT OF PUERTO RICO AS A COMMONWEALTH WITHIN THE UNITED STATES

The development of Puerto Rico can be traced back to a single crop agricultural
based economy-mainly sugar-when Puerto Rico shifted to U.S. sovereignty. By
that time, its greatest stumbling blocks were the total lack of natural resources and
poverty.The population of Puerto Rico was approximately one million in 1900 and by 1940
it had grown to 2.2 million. The average rate of employment in 1940 was 512,000; in
1950, 596,000; and at present 719,000. Per capita income increased from approxi-
mately $266 in 1940 to $300 in 1950 and to $3,150 in 1982. Despite the economic
growth, the present unemployment rate is around 23.5. This has bn a traditional
basic problem with which the government of Puerto Rico is firmly committed to
tackle and minimize.

Being the people of Puerto Rico U.S. citizens by birth, they are entitled to all
privileges and rights granted under the United States Constitution. Also, we are
under obligation to serve the country as need be. As a matter of fact, over 200,000
Puerto Ricans have served in the U.S. Armed Forces since the First World War and
many have died or were wounded. There are about 2.0 million Puerto Ricans now
residing all over the United States, who participate in all positive aspects of life in
the Mainland.
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PREDOMINANT POSITION OF CARGO TRADE WITH THE UNITED STATES

The balance of trade for Puerto Rico experienced a deficit of $609 million by 1950.
However, a change for the better occurred in 1982 when the Island experienced a
favorable balance of $304 million. Imports for 1982 amounted to $8,491 billion and
exports $8,795 billion. Of total imports, $5,442 billion or 64 percent originated in
United States Mainland which by world-wide standards makes the Island the sixth
major purchaser of U.S. Mainland products.

Traditionally, the trade between Puerto Rico and the United States has been
evenly distributed among the different regions of the United States.

The following computation presents the statistical total comparative Puerto Rico
dollar trade figures from the 50's through the 70's and fiscal years 1981 and 1982
broken down into Mainland, Virgin Islands, and foreign:

EXTERNAL TRADE STATISTICS
[Dollar amounts in millions]

Total tragic U S. Virgin Islands Forei U.S. Othersmainland traffic mainland t

Fiscal year:
1950 ........................................................... $579 $528 NA $51 91.2 8.8
1960 ........................................................... 1,537 1,355 $13 169 88.2 11.8
1970 ........................................................... 4,285 3,498 101 686 81.6 18.4
1980 ........................................................... 15,592 11,020 256 4,315 70.7 29.3
1981 ........................................................... 17,371 12,483 291 4,597 71.9 28.1
1982 ........................................................... 17,286 12,840 342 4,104 74.3 25.7

'Percent of total.
2 NA-Information not available.

In tonnage terms the U.S. Mainland ports which show the greatest trade with the
United States are those of the East Coast with 80 percent of the total followed by
Gulf ports with roughly 20 percent of the total. The East Coast total is shared by
the North Atlantic ports with 39 percent of the trade, and the South Atlantic ports
41 percent.

PUERTO RICO PASSENGER TRADE

Passenger movement between United States and Puerto Rico is presently limited
to that provided by air transportation as there is no water transportation passenger
service available. There is no U.S.-flag ship rendering passenger transportation serv-
ice between United States and Puerto Rico, and there has been none since March
1953, and we have no knowledge of any ocean transportation related interests will-
ing to render such service by American flag ships.

There are a good number of foreign-flag vessels which regularly stop at San Juan,
Puerto Rico and which start or end their cruises between foreign ports at San Juan.
In their services with foreign countries they may legally carry passengers (46 U.S.C.
289) but not in the domestic trips. As a result, any United States citizen or person
wishing to travel for any purpose between the Mainland and the island is compelled
to travel by airplane. If by ship, he or she may journey from or to a foreign port
and/or from there must board another ship to Puerto Rico or the Mainland. Fur-
thermore, according to law and Customs regulations, foreign-flag cruise ships cannot
stay in an American port for more than 24 hours.

In 1950, latest year on which data is available and when passenger ship service
using American flag ships was rendered between New York and Puerto Rico by Bull
Insular Line, 7,000 passengers were transported. Considering the rate of growth of
the economy since that date and the volume of passengers which may be moved in a
passenger ship, we estimate that under present circumstances, passenger movement
by ship could well be 12 to -15 times higher than that of 1950. That is, in the first
year of operation under the subject bill 84,000 to 105,000 passengers would avail
themselves of the service. The benefit to the Puerto Rican economy, now badly hurt
by the world recessionary conditions would be of considerable magnitude. Consider-
ing that every tourist visiting the Island spends an average of $422 per visit, an
input of $35.5 million to $44.5 million initially can be estimated.

For 1982 the expenditures by visitors to Puerto Rico amounted to $660.6 million
which represented 6 percent of Puerto Rico Gross Product (1973 Price Index).
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Exhibit . "A" presents the number of cruise ships and passengers visiting the Port
of San Juan from 1970 through 1983. This trade increased from 301 ships and
136,300 passengers in 1970 to 545 ships and 411,150 passengers in 1983. While the
peak year in this trade for ships was 1974 with 739 vessels, the record high in
number of passengers occurred in 1981, with 531,222 travellers. During the last two
years due to the World wide economic crisis and its impact upon this trade, the
number of ships and passengers has decreased as similarly experienced in other
areas.

PASSENGER TRANSPORTATION FACILITIES IN PUERTO RICO

The Puerto Rico Ports Authority is the Commonwealth's agency entrusted with
providing facilities for the passenger trade of Puerto Rico.

The Puerto Rico Ports Authority, a public corporation and instrumentality of the
Commonwealth of Puerto Rico, was created for the purpose of developing and oper-
ating any and all types of air and maritime transportation facilities, and to promote
an excellence of service to and from Puerto Rico in the most economical way to pro-
mote the general welfare and commerce of the Island.

The Authority is empowered to fix, charge, and collect rates and other charges to
cover its expenses in the conservation, development, improvement, repair, mainte-
nance, and operation of its facilities. The fixing of these charges is based on a rate
schedule which is periodically revised, and which is also based on the break-even
needs of the agency, including debt service payment requirements related to its fi-
nancial obligation in connection to various bond issues.

The Ports Autority owns and operates the seaport facilities at seven of the eight
active ports on the Island, of which the ports of San Juan and Mayaguez are com-
merce-oriented, and the other five: Guayanilla, Guayama, Yabucoa, Gutinica and
Arecibo, are basically designed to serve industrial port activities. The second most
important port in Puerto Rico is located at Ponce, in the south coast, and is owned
and operated by the Municipality.

Of the above, by far, the most important and holding a preeminent position in the
infrastructure that supports our economic and commercial development is the Port
of San Juan.

San Juan Bay is almost completely landlocked about three miles long and varying
in width from .6 to 1.3 miles. It is the only harbor in the north coast of Puerto Rico
which affords protection against all kinds of weather.

Facilities at the Port of San Juan consist of 32 piers with 51 berths that are used
for general cargo and container ships. Besides, insofar as terminal piers for passen-
ger and cruise ships is concerned, the port holds berthing facilities for seven deep-
draft ships handling passengers and baggage, and has experienced up to thirteen
tourist or cruise ships at a time. You will never see at San Juan a tourist ship re-
maining at anchor as it coincides with other tourist ships visiting ports in the Carib-
bean.

We can describe the San Juan Port Area installations as basically consisting of
some 22,700 linear feet of berthing space; 1,100,000 square feet of transit shed area;
1,500,000 square feet of open storage area, and 105 acres of marshalling yards. These
latter facilities are located mostly at the Puerto Nuevo port zone in the south and at
Isla Grande in the center. Within the port boundary, there is also the zone known
as the Sabana Industrial Area, where the rice, flour, and feedstuff mills are located.

Outstanding statistics regarding our activities show that for 1982 the Port of San
Juan ranked 8th among world ports and second among United States ports in
number of containers handled, with the Port. of New York taking the first place.

During the last two years, the Ports Authority has undertaken a vast program of
improvements at the Port of San Juan. The construction of the port promenade
from Pier 1 to Pier 6 at a cost of approximately $400,000, in only the first phase of
this improvement program. This promenade meets the functional, passive recreation
and the aesthetic requirements of the area.

The demolition of Piers 6 and 7, at a cost of $130,000, has already been completed
and the construction of a new cruise ship terminal has already been started for com-
pletion by mid-1984. These facilities that will extend the port promenade from Pier
6 to Pier 7 will include a sterile passenger corridor, two Customs inspection stations
and areas for concessions and other services.

A structural rendering system will also be installed to protect the berthing facili-
ties.

This project, which being undertaken at an approximate cost of $3,000,000, will
provide facilities capable of handling simultaneously two additional cruise ships.
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With respect to the aviation field, the Puerto Rico Ports Authority owns and oper-
ates eleven active airports which include: the Puerto Rico International Airport and
Ponce Airport, and the regional airports at Mayaguez, Ramey at Aguadilla, Arecibo,
Isla Grande, Fajardo, Vieques, Culebra, Humacao, and Pattilas.

Looking into the future, the Puerto Rico Ports Authority contracted and recently
finished Master Planning Studies which are useful in providing the long range per-
spective to guide its ongoing development program.

EFFECT OF THE PASSAGE OF H.R. 89

With the passage of H.R. 89 by Congress the island and economy of Puerto Rico,
as already indicated elsewhere in this statement, will substantially benefit the tour-
ism industry of Puerto Rico. Undoubtedly, the establishment of passenger transpor-
tation services in vessels presently not allowed to engage in the coastwise trade be-
tween ports in Puerto Rico and other ports in the United States, directly or by way
of a foreign port when there are no U.S.-flag vessels available will create more port
jobs and revenues, not only in Puerto Rico but in Mainland ports as well. This bill is
not intended to affect the American Merchant Marine or American flag passenger
vessels, inasmuch as there has existed none in this trade for a long time, thirty
years now, but rather will provide for job opportunities for those devoted to support-
ing activities such as stevedores, ship chandlers, maintenance and repair, and other
similar activities.

The exemption provided by the bill would actually become ineffective when the
Secretary of Transportation determines that U.S.-flag service is available. An ade-
quate notification of 270 days will be served upon the exempted operator who may
be rendering the service. In addition, if passed, the legislation will not apply to the
transportation of cargo. It will actually create a basis and an incentive toward
American flag vessels to provide passenger services between Puerto Rico and United
States Mainland ports.

Furthermore, there are precedents set on this respect which support this proposed
legislation. For example, Public Law No. 87-877 of October 20, 1962, extended for
several years, provided for the Secretary of Commerce to grant permits to United
States Mainland lumber companies to contract for the transportation of lumber to
Puerto Rico using foreign-flag ships whenever there were no American-flag vessels
matching the price of the foreign flag ships. Under this law the Secretary of Com-
merce granted permits to Georgia Pacific Corporation, Oregon Lumber Co., Simpson
Lumber Co., Dart Russell, Inc., Seaboard Lumber Co., and the Warsaw Lumber and
Trading Co. By virtue of Public Law 85-103 of July 1, 1957, subsequently extended,
Canadian vessels have been allowed to transport passengers and merchandise be-
tween ports in Alaska and between Alaska and other points in the United States
outside Alaska either directly or via foreign port, or for any part of the transporta-
tion.

A particular impact consideration in analyzing H.R. 89 is that of the role of
Puerto Rico within the Caribbean Basin Initiative, as well as the island's direct rela-
tionship and economic condition in comparison to other points in the Caribbean.
These other points in the Caribbean, including the United States Virgin Islands,
enjoy the advantage of foreign-flag passenger vessel transportation without any re-
striction whenever volume warrants. If such passenger vessels are allowed to render
service between United States Mainland ports and Puerto Rico, as provided in H.R.
89, the small countries in the Caribbean which naturally lack enough passenger
volume with the United States Mainland will also benefit because of the short dis-
tance between said countries and the Port of San Juan, Puerto Rico where passen-
gers travelling from or to such points may transfer and board or leave a ship.

Summing up, our feeling is that approval of H.R. 89 will benefit not only the
Puerto Rican economy but also that of the ports in the Continental United States
that would be served by this trade without in no way affecting any rights or privi-
leges enjoyed by private, government or labor U.S. interests.

We, therefore, respectfully request approval of H.R. 89.

EXHIBIT A.-CRUISE SHIP VISITORS TO PUERTO RICO
[Fiscal years 1970 through 1983]

Cruise ships Visitors
(number) (number)

19 6 9 to 19 70 ..........................................................................................................................................
1970 to 1971 .................................................................................................... 323.163.771

301 136,604323 163,771
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EXHIBIT A.-CRUISE SHIP VISITORS TO PUERTO RICO-Continued
[Fcal years 1970 through 1983]

Cruise ships VisitorsYear (number) number)

19 71 to 19 72 .......................................................................................................................................... 534 261,159
1972 to 19 73 .......................................................................................................................................... 734 344,341
19 73 to 19 74 ......................................................................................................................................... 739 4 11,086
19 74 to 19 75 .......................................................................................................................................... 698 415,627
19 75 to 19 76 ......................................................................................................................................... 640 4 12,712
19 76 to 1977 .......................................................................................................................................... 685 445,083
19 77 to 19 78 .......................................................................................................................................... 6 54 453,280
1978 to 1979 .......................................................................................................................................... 68 1 484,162
1979 to 1980 ................................................................. .......................... 700 501,124
1980 to 198 1 .......................................................................................................................................... 7 3 53 1,222
1981 to 1982 .......................................................................................................................................... 603 444,148
1982 to 1983 ........................................................................................................................................ 545 411,150

Source Tourism Company of Puerto Rico.

Mr. JONES. Mr. Corrada, last year the House passed this legisla-
tion; yet the Senate failed to act.

Do you foresee action in the Senate this year?
Mr. CORRADA. Mr. Chairman, we have been in close communica-

tion with the Senate. We have had meetings and conversations,
particularly with Senator Stevens, Senator Inouye and others. I am
under a clear impression that should the House again move on this
bill this year, there are good opportunities that in the second ses-
sion of this Congress, early next year, the Senate may act on it.

However, there is no commitment on their part in that sense.
But I do feel more confident this time around that we will have
time for the Senate to act.

Let me remind you that when this bill was in the Senate in the
97th Congress we were already in the second session, and it was
caught up in a jam at the end of the session there which did not
allow the Senate to act in due time.

Mr. JONES. Any questions of Mr. Corrada?
Thank you very much for your testimony. If you would, sir, we

would be happy for you to join the committee up here and remain
for the proceedings.

Mr. CORRADA. Thank you very much, Mr. Chairman. I appreciate
your courtesy.

Mr. JONES. Our next witness is the Governor of Puerto Rico, the
Honorable Carlos Romero-Barcelo.'

We are delighted to have you here this morning. You may pro-
ceed at your pleasure.

STATEMENT OF HON. CARLOS ROMERO-BARCELO, GOVERNOR,
COMMONWEALTH OF PUERTO RICO

Governor ROMERO-BARCELO. I would like to thank you for being
present at these hearings. We feel this matter is important to our
tourism industry.

It is a pleasure for me to be here today testifying in support of
H.R. 89, Resident Commissioner Baltasar Corrada's bill to permit
non-coastwise-qualified vessels to carry passengers between ports in
Puerto Rico and ports on the U.S. mainland, until coastwise-quali-
fied vessels become available for that purpose.
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Last year, this subcommittee held a hearing in San Juan at
which I appeared in support of a similar.bill, H.R. 1489. That bill
was reported out of committee and unanimously approved by the
House. I commend particularly Chairman Biaggi for the important
role he played in securing House approval of that bill. My only
regret is that the bill did not become law. I must, therefore, again
ask for your help in obtaining the enactment of H.R. 89.

The bill did not become a law because there was some objection
by some of the unions, particularly SIU, which said to us that they
had knowledge of the fact that some companies were going to have
ships making the route to Puerto Rico. The only companies that
made any kind of indications so far are the Clipper Cruise Line.
We wrote to them, and we have a copy of the letter which we
would like to introduce in the record, where they indicated they
are not going to be making any trips to Puerto Rico from the main-
land. In the first place, their vessel is not large enough. We will
include a copy of that letter.

The other cruise line has not answered our letters yet, but the
information they have made public does not include Puerto Rico on
their routes.

We have since then spoken to Senator Inouye and Senator Pack-
wood. Although they have not made a firm commitment, they feel
the events that have transpired since last time is that they might
see a more favorable turn of events in the Senate if the bill is
again passed by the House.

The U.S. coastwise shipping laws prohibit the transportation of
passengers on one-way voyages between Puerto Rico and mainland
ports in non-coastwise-qualified vessels. For over two decades now,
there has been no regular one-way passenger service between
Puerto Rico and the mainland, principally because no coastwise-
qualified vessels have been available for that purpose. There is no
reason to believe that this situation will change in the near future.

The lack of passenger vessel service has meant that Puerto
Ricans who must travel to the mainland are forced to do so by air.
With the possible exception of Hawaii, Guam, and American
Samoa, no other group of U.S. citizens has as narrow a choice of
travel options. Indeed, the restrictions that the coastwise laws
place on the people of Puerto Rico may be so severe as to infringe
upon their constitutional right to travel freely.

From other places in the Nation, you can go by car, rail, bus,
have other ways of travel; but from Puerto Rico to the mainland,
only by air. There are instances of people who cannot travel by
air-for psychological reasons, some for physical reasons. As a
matter of fact, my daughter, my youngest daughter, has a problem,
psychological problem with airplanes because she was in on a time
when a plane took a deep plunge. She cannot travel here by plane.

She is not the only person I know. There are many other persons
in Puerto Rico now that testified during the hearings. It is amazing
to realize the trouble they have to go through to be able to come to
the mainland. They have to take a boat to the Virgin Islands, be-
cause the Virgin Islands are excluded from the Coastwise Shipping
Act. From there, they can take a vessel to the mainland, whether
it is going to Jacksonville or Miami. From there, they take a train
or bus to Washington, New York or wherever they are going.
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Tourism is a vital component of Puerto Rico's economy. In 1982,
2 million tourists visited the island. While in Puerto Rico, these
visitors spent $660 million. Our economists estimate that these ex-
penditures represent an additional 48,000 jobs to our economy.

Puerto Rico needs these jobs very badly. We have been hit hard
by the national economic recession. Our recession problems have,
in turn, been compounded by Federal budget cutbacks which have
necessitated significant reductions in public sector employment.
Today, although certain facets of our Nation's economy may be re-
covering, Puerto Rico's unemployment rate is still at the unaccept-
ably high level of 24.1 percent. The coastwise laws restrictions have
placed a restraint on the growth of our tourism industry and the
jobs it can create.

One of today's most popular forms of vacation travel provides for
one-way transportation on a foreign passenger vessel between a
mainland and a Caribbean port. This is followed by a stay in a
resort hotel in the Caribbean port and return to the mainland by
air. Because they prohibit one-way transportation between Puerto
Rico and the mainland in foreign vessels, the coastwise laws deny
our tourism industry the opportunity to offer this type of vacation
plan.

Now it will be aggravated by the fact that the Caribbean Basin
Initiative offers some of the island's tax exemption for the conven-
tions to be held in some of the Caribbean countries. Now the com-
petition will be a little bit greater. If we cannot have passengers
traveling to and from Puerto Rico by vessel, it will be even harder
for us to compete.

The tourism industry of the U.S. Virgin Islands does not suffer
from the same restriction. They are exempted from coverage by the
coastwise laws. This means that one-way transportation in foreign
vessels between the Virgin Islands and U.S. ports is permissible. It
also allows them to reap the tourism and other benefits that flow
from such travel. This disparity is totally unfair and provides an
additional reason for passage of H.R. 89.

The only objection which has been lodged against this bill is that
its enactment would be inconsistent with the purposes of the Jones
Act. If this were true, I would oppose the bill. A review of the facts,
however, establishes that enactment of H.R. 89 would do no real
damage to the shield that the Jones Act creates for our maritime
industries.

First, it must be remembered that there has been no regular
coastwise-qualified passenger service between Puerto Rico and the
mainland for over 20 years. Thus, enactment of H.R. 89 would not
adversely affect any U.S. business or workers.

Second, the bill would apply only to passenger transportation
and not to the transportation of cargo. In this regard, the subcom-
mittee should be aware that the Government of Puerto Rico owns
Navieras, the shipping line that provides cargo service between the
island and the mainland. Accordingly, it would not be in our best
interest to support a Jones Act cargo exemption, and we emphati-
cally do not support such a measure. It would be prejudicial for the
Government of Puerto Rico to have such an exemption for cargo, so
we did not support that. We feel for passengers it is a completely
different situation.
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Third, the bill expressly provides that the exemptions it would
create for noncoastwise-qualified vessels would terminate within a
very short period after coastwise-qualified vessels became available
for service between Puerto Rico and the mainland. In fact, there
are some who fear that H.R. 89 is so restrictive in this area that it
might discourage all but the most daring of noncoastwise-qualified
operators to institute one-way service.

In summary, I submit that Puerto Rico has a very real need for
one-way passenger vessel service to the U.S. mainland. Moreover,
without enactment of H.R. 89, we have no reason to believe that
such service will be instituted. Accordingly, I urge you in the
strongest terms to report H.R. 89 to the full committee and to do
all that you can to secure the bill's passage by the House.

I thank you for this opportunity to appear before you again and
would be glad to answer any questions you may have.

I would like to underscore the fact that I am personally here to
make and underscore the importance that this bill has for Puerto
Rico for its tourism industry. Even though I have testified before-
and my testimony is substantially the same as before-I feel it is so
important to us that my trip here is worth our while. We want to
make sure everyone is aware of how important this is to us in
Puerto Rico.

Mr. JONES. Governor, we are very grateful for your appearance
here this morning. I have one quick question.

Since Puerto Rico operates a Jones Act cargo carrier, why
wouldn't the Commonwealth itself operate a Jones Act passenger
vessel?

Governor ROMERO-BARCELO. We got into the cargo business
during another administration. We feel that the Government
should not be in cargo or any type of private business. As a matter
of fact, we tried to sell our shipping lines and could not find a
buyer who would pay a reasonable amount of money. So we are
still in the business of cargo shipping. But we would certainly not
want to get involved in the passenger aspect.

Mr. JONES. One involvement is enough.
Governor ROMERO-BARCELO. Definitely. The losses are substan-

tial.
Mr. JONES. Mr. Forsythe, do you have any questions?
Mr. FORSYTHE. Thank you, Mr. Chairman.
Welcome to you, Governor. I think I have just a couple of ques-

tions.
Commissioner Corrada said you could expand on your search for

a specific foreign-flag passenger company that is interested in pro-
viding regular passenger vessel service calls to Puerto Rico. If you
do, can you supply us their names?

Governor ROMERO-BARCELO. One is a Clipper Cruise Line. The
other one is Cruise America. We have written to both. Clipper
Cruise Line has answered. We are submitting a copy of the answer.
Cruise America has not answered, but yet all of their information
does not include Puerto Rico.

Mr. FORSYTHE. Clipper, I understand, is an American-flag line
which would not need this exemption.

Governor ROMERO-BARCELO. Yes; but they are not including
Puerto Rico in their itinerary.
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Mr. FORSYTHE. They would not need this legislation.
And Cruise America, assuming the passage of the legislation

dealing with those- two vessels that Cruise America is trying to ac-
quire, would be in the same category as the Clipper Cruise Line. So
if those two were available, you would have American-flag service,
if you could get them to serve.

Governor ROMERO-BARCELO. Yes; but they are not interested in
serving.

Mr. FORSYTHE. You have no foreign line flag vessel that has
shown a specific interest in providing the service that you are seek-
ing?

Governor ROMERO-BARCELO. Foreign vessels, yes. And they do
stop at Puerto Rico. We have a large number of foreign vessels who
stop in Puerto Rico. For instance, you take a ship from wherever,
Miami, Jacksonville, Baltimore, New York, and you are going to
cruise down the Caribbean, and then you reach San Juan and you
say, "I would like to stay here." Well, you cannot, because you
commit a crime. And it is a great disadvantage.

Mr. FORSYTHE. I see. Well, that clears that point.
I think this is just kind of a technical correction, Governor. On

page 2 of your testimony you indicate that Puerto Rico is unique in
this regard. Certainly, in the eastern area that is true. But you also
name Hawaii. I believe American-flag service is available from
Hawaii to the mainland.

Governor ROMERO-BARCELO. Yes, sir, that is correct. I noticed
that when I was reading. I did not notice it when I proofread it.
There are shipping lines. There are also lines from Alaska. People
from Alaska have the option of traveling by land to Canada, but
they also have lines available.

Mr. FORSYTHE. Yes.
I don't think I have any other questions. I certainly would hope,

as you do, that this can move so that we can give the Senate a good
opportunity to work on it. Your help there will be important.

Governor ROMERO-BARCELO. Thank you.
Mr. JONES. The Chair recognizes Mr. Corrada.
Mr. CORRADA. Thank you, Mr. Chairman.
First of all, I would like to welcome and commend the Governor

of Puerto Rico for his testimony.
Governor, you mentioned that you supported, as I also did, the

President's Caribbean Basin Initiative, although there were some
sacrifices for Puerto Rico in that proposal, particularly the provi-
sions in the legislation which would allow free entry of products
from the Caribbean Basin countries into the U.S. market.

There is a letter sent by the General Counsel of the Transporta-
tion Department, Jim Burnley, to Chairman Jones, dated yester-
day, where that fact is recognized. It is said that:

In the course of developing the Caribbean Basin Initiative, the Executive Office of
the President and the Department of Transportation promised the Governor of
Puerto Rico that the Administration would attempt to reduce restrictions on the
carriage of passengers between U.S. mainland ports and Puerto Rico by foreign-flag
vessels as long as no U.S.-flag vessels were providing the service.

Furthermore, in that letter he says:
The department believes that the approach set out in H.R. 89 strikes a reasonable

balance between the interests of Puerto Rico and the U.S. maritime industry and

25-905 0 - 84 - 17
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does not compromise the Administration's commitment to support the substantive
provisions embie in the Jones Act.

Do you believe, Governor, that in light of passage of the CBI leg-
islation, this bill becomes even more important to the Puerto Rican
economy?

Governor ROMERO-BARCELO. Definitely, because the opportunity
now to avail themselves of income tax deductions for conventions
gives them a larger competitive edge. We can benefit ourselves
from the deductions for conventions. But then the conventions who
like to go one way, going down or coming back by vessel, cannot go
to Puerto Rico. So, therefore, they have something else to offer, an
alternative to offer that we cannot offer.

At this moment, I think if the foreign vessels are allowed to
come in and if they build a market, if there is ever going to be an
incentive for the U.S. Merchant Marine to get involved in the pas-
senger travel business between Puerto Rico and the mainland, the
business will have to be first established. The only way it will be
established is by foreign vessels. Once it is established, there will
be American interests which will desire to make the investment to
have cruise ships between Puerto Rico and the mainland.

Mr. CORRADA. Thank you, Governor.
I have no further questions, Mr. Chairman.
Mr. JONES. Any further questions?
Mr. Fields.
Mr. FIELDS. Thank you, Mr. Chairman.
Governor, H.R. 89 would permit vessels in the trade only if the

Secretary determines that no U.S.-flag vessels are available.
Do you support the idea of giving U.S.-flag vessels priority over

foreign-flag vessels?
Governor ROMERO-BARCELO. Yes, definitely. I think our national

interests are better served by having U.S.-flag vessels serving all
the coastwise shipping routes. I am all for it; but as long as there is
no service, then we should have an alternative service.

Mr. FIELDS. In an attempt to correct a disadvantage which
Puerto Rico has vis-a-vis its neighbors who are not subject to the
Jones Act, what is your reaction to the idea of applying the Jones
Act to the Virgin Islands rather than exempting Puerto Rico from
the Jones Act?

Governor ROMERO-BARCELO. I don't think I would like to impose
the same limitations we have on the Virgin Islands. Right now we
have limitations on availability of travel alternatives to the rest of
the nation. There are 3,200,000 U.S. citizens in Puerto Rico who
can only travel to any other part of the nation by air. They have
no other alternative. That puts a big limitation on us.

I don't know what would happen if someone were to question
this law in a court of law-as far as their constitutional right to
travel freely throughout the nation-that they have some limita-
tions which other citizens do not have.

Mr. FIELDS. Well, if the Virgin Islands were part of the Jones
Act, doesn't that solve some of your problem?

Governor ROMERO-BARCELO. No; It would just create a problem
for them. Right now the cruise ships can come to the Virgin Is-
lands and people can get off, so they will have more tourists. They
have not only the ones on the cruise ships, but those that come and
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stay in the Virgin Islands for a week or a few days. Then they
would lose that business.

Mr. JONES. Governor, again thank you for your appearance here
this morning.

Our next witness is Mrs. Frances Rios de Moran, executive director
of the Puerto Rico Tourism Company.

You may proceed at your pleasure.

STATEMENT OF FRANCES RIGS de MORAN, ESQ., EXECUTIVE
DIRECTOR, PUERTO RICO TOURISM COMPANY

Mrs. MORAN. Mr. Chairman an(. members of the subcommittee, I
am Frances Rics de Moran, executive director of the Puerto Rico
Tourism Co., known as Turismo. It is a pleasure for me to testify in
support of H.R. 89, a bill to permit non-coastwise-qualified vessels
to transport passengers one way between Puerto Rico and U.S.
mainland ports.

Turismo is a public corporation of the government of Puerto
Rico. It has official responsibility for the overall development of the
island's tourism industry, through planning, promotion, training,
and the provision of transportation and other tourist services. Tur-
ismo, with a budget of more than $12 million in fiscal year 1983,
devotes considerable efforts to carrying out its responsibilities.

We are currently involved in a complete effort to improve the in-
dustry, including a $20 million investment in new pier and airport
facilities, and the remodeling of most of our hotels. We are in the
process of retraining our work force, from hotel workers to taxi
drivers, in a vocational hotel school established last year. This year
we are retraining 1,500 persons, and expect to retrain 8,000 over
the next 4 years.

The Caribbean Basin Initiative has been enacted since I last tes-
tified before this subcommittee. Although the government of
Puerto Rico supports the CBI, it can nevertheless have a negative
impact on our tourism. It contains a provision allowing tax deduc-
tions for business expenditures for conventions in Caribbean coun-
tries who have signed a tax treaty with the United States.

The number of conventions in Puerto Rico has increased from
375, with 68,000 attendees in 1977, to 1,298, with 89,000 attendees
in 1981. These visitors spent approximately $168 million in 1977
and $355 million in 1981. Puerto Rico normally attracts small con-
ventions. We have a maximum capacity of 5,000 persons per con-
vention, similar size to that of our Caribbean neighbors. Thus, with
the new CBI provision, we will be competing for the same small-
and medium-sized conventions.

The tourism industry has been a major force behind Puerto
Rico's economic development, and contributes significantly to the
economy. For instance, in fiscal year 1982, tourist expenditures
amounted to $681 million, and constituted 5.4 percent of Puerto
Rico's gross domestic product. Tourism is extremely important in
terms of employment because it is labor-intensive. The $681 million
spent by visitors in 1982 created more than 48,000 jobs.

Puerto Rico is the Caribbean's No. 1 tourist destination. Largely
due to our success in attracting additional air service in recent
years, and in expanding and improving our tourist facilities, we
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have been able to draw an increasing number of visitors. In fiscal
year 1982, Puerto Rico attracted 2 million tourists. A total of 1.5
million visitors came by air. Of that number, 1.2 million came from
points within the United States. The visitors arriving by air spent
$660 million in 1982.

I believe that H.R. 89 will allow Puerto Rico to fill a major void
in its cruise ship visitor market. You have heard me say that we
are able to attract cruise ship visitors who come to San Juan and
leave shortly thereafter by the same vessel, and visitors who take
San Juan-originating and-returning cruises. You have not heard
me speak of visitors who wish to travel from the mainland to
Puerto Rico by cruise ship, and return by air. I have not mentioned
such visitors because, at the present time, they are legally pre-
cluded from making such trips.

The legal restriction in 46 U.S.C. section 289, prevents us from
developing the cruise ship market to its full potential. At roughly
440,000 visitors annually, that market is of a respectable size, but
not nearly as large as it could be. Actually, we lost volume in the
last year due to our competitive disadvantage.

You are aware, of course, that no U.S.-flag cruise ships serve San
Juan or indeed any points in the Caribbean. San Juan receives
service only from foreign vessels. And because of the current law,
foreign vessels are prohibited from carrying passengers between
the U.S. mainland and Puerto Rico on a one-way basis. Removal of
that prohibition will allow Puerto Rico to go after the one-way
cruise ship visitor market.

I would like to describe in more detail the nature of the market
that Puerto Rico can attract with passage of H.R. 89. First, we be-
lieve that there are a substantial number of individuals who would
like to take a cruise to San Juan from a mainland port, and would
then like to spend some time visiting the island before returning
home.

Second, there should be some individuals who are interested in
taking a cruise but, because of time or cost constraints, are not
able to go in both directions. For them, the opportunity to first
take an abbreviated cruise on a one-way basis and to then fly home
would be attractive.

Some of the above individuals would be drawn from the ranks of
cruise ship passengers who already visit Puerto Rico. To the extent
that those individuals extend their stay beyond the 24 hours or less
that they now are spending in Puerto Rico, tourism and the Puerto
Rican economy will benefit.

But perhaps even more significantly, we expect to be able to
induce a substantial number of new passengers to visit Puerto Rico
for the first time, with the innovative transportation offering that
we contemplate. These visitors may come on cruise ships that al-
ready call at San Juan, and in even greater numbers, on the new
ships that we expect to attract to take advantage of the one-way
cruise ship visitor market.

We have given this matter considerable thought, and are con-
vinced that we have an opportunity to increase Puerto Rico's tour-
ist base, and tourism revenues substantially. One-way cruise ship
offerings are not uncommon. A passenger can travel by ship be-
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tween the U.S. west coast and various points in Alaska on a one-
way basis, thanks to an exemption already granted by Congress.

Perhaps even more significantly, the Royal Caribbean Line, of
Norwegian registry, is now extensively promoting several one-way
cruise ship packages in the Caribbean. Under Royal Caribbean's
programs, the passenger boards the vessel in Miami, visits various
Caribbean locations such as Jamaica and Curacao, and flies back to
the U.S. mainland from Barbados. The passenger can also fly from
the United States to Barbados, board a ship there, and cruise to
Miami via various Caribbean destinations such as St. Thomas and
the Dominican Republic.

It should be noted that the U.S. Virgin Islands are exempted
from these restrictions. Puerto Rico should have and wants the
ability to compete with these foreign and U.S. Caribbean islands
for the one-way cruise ship market.

At the present time, the great majority of cruise ship offerings in
the Caribbean consist of a departure from a major gateway, a tour
of various island ports, and a return to the gateway where all pas-
sengers debark and the next group is taken on to repeat the cycle.
If a passenger wishes to spend more than part of a day in any
given port-for instance, if he wishes to debark and catch a later
sailing, or debark and return home by air-,-he makes special ar-
rangements for this, pays a slight premium to the cruise line, and
accepts a booking on the basis of final confirmation only near to
actual departure time.

This type of arrangement is usually made available by the lines
only on a space-available basis. Such an arrangement, of course, is
not possible at all in the case of Puerto Rico, due to the section 289
restriction.

The obvious option is to develop and aggressively market services
on a one-way basis-fly one way and cruise the other-along the
general lines of the Royal Caribbean offerings. Two essential ingre-
dients are needed to make such a service viable on a large scale.
These are ingredients that Puerto Rico has, and many other Carib-
bean locations lack: a high quality air service infrastructure which
ties both a Caribbean port and a U.S. mainland port with a wide
range of city markets, served by frequent and direct air services;
and a local tourism infrastructure at the Caribbean point capable
of providing varied attractions for meaningful multiday visits, and
with sufficient total and surge capacity year-round to provide the
necessary amenities.

Puerto Rico is uniquely qualified as a Caribbean point for this
type of service offering. Both of the necessary conditions are ful-
filled. Air service to Puerto Rico from U.S. city markets is clearly
superior to the service to any other Caribbean point. As to tourist
amenities, Puerto Rico's existing infrastructure is generally consid-
ered unequaled in the region.

Moreover, the one-way cruises that Puerto Rico contemplates
should be particularly attractive to the most price-sensitive compo-
nent of the tourist market. Air fares from Puerto Rico to the major
mainland point of New York can be as low as $139 on some flights.
These low air fares could be combined with the low rates for some
Puerto Rican accommodations, such as the Paradores Puertorri-
quenos.
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Because of the nature of the contemplated service, which would
be new to Puerto Rico, it is difficult to estimate the possible tour-
ism volume impact. Based on contacts with representatives of the
cruise industry, we feel confident that the impact will be substan-
tial, particularly as the service matures.

Currently, Puerto Rico attracts roughly 162,000 annual cruise
ship visitors who originate and terminate their voyages in San
Juan. We project, at a minimum, that the number of new visitors
attracted to Puerto Rico by the one-way cruise ship service will
amount to 50 percent of that figure. Thus, we believe that it is not
unreasonable to expect an additional 81,000 visitors in the first
year of operations.

These additional visitors, many of whom would spend time enjoy-
ing Puerto Rico, would be a tremendous boon to our economy.
Since each mainland visitor spends an average of $422 in Puerto
Rico, the new visitors would add approximately $34 million to the
island's tourist revenues. In addition, this translates into a $59 mil-
lion boost to the economy's total output, and into the creation of
approximately 4,000 new jobs. All of this, of course, does not in-
clude the positive economic impact to be expected as a result of
current cruise ship passengers who decide to extend their stay in
Puerto Rico once they are able to take a plane back to the main-
land.

Puerto Rico will not be the only one that will benefit from enact-
ment of H.R. 89. U.S. air carriers will also benefit since they will
be having additional one-way passenger traffic between San Juan
and the U.S. mainland.

We are all concerned that a result of airline deregulation has
been the reduction of routes flown. Earlier this summer, Pan
American Airlines completely shut down its operations in Puerto
Rico. In addition, Eastern Airlines, the largest carrier serving the
island, is facing serious financial difficulties. While enactment of
H.R. 89 will not solve all the problems the airlines are confronting,
it would help preserve and possibly enhance their service to Puerto
Rico. Moreover, the U.S. balance of payments will be enhanced to
the extent that mainland residents are attracted to Puerto Rico
rather than to foreign Caribbean islands.

There is no prospect of U.S.-flag service to Puerto Rico in the
near future. We would like to be able to promote Puerto Rico in
the same way that foreign cruise ship services promote vacations to
Alaska. We expect to be able to attract new cruise ship lines.

Of course, we need not rely on new companies alone to reap the
benefits of H.R. 89. The many foreign-flag cruise ships that now
sail between the mainland and Puerto Rico, and those that origi-
nate cruises to the Caribbean from San Juan, would also be in a
position to quickly take advantage of H.R. 89. We could immediate-
ly begin working with these companies to market one-way cruises
that would be an immediate benefit for our tourism industry.

As a final note, I would like to reemphasize one aspect of the
Governor's testimony. H.R. 89 should be enacted not only to
remove an unnecessary legal impediment to our ability to attract
tourists, but also to facilitate the Puerto Rico-mainland travel of
persons who are unable to travel by plane. For many of these
people, we are not talking about the luxury of taking a cruise, but
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about the essential question of whether they will be able to travel
at all. Just as I am concerned about tourism, I am also concerned
about insuring that all U.S. citizens have a viable means to travel
to and from Puerto Rico.

Thank you very much.
[The statement of Mrs. Moran follows:]

PREPARED STATEMENT OF FRANCES RIOS DE MORAN

Mr. Chairman and members of the subcommittee, I am Frances Rios de Moran,
executive director of the Puerto Rico Tourism Company, known as Turismo. It is a
pleasure for me to testify in support of H.R. 89, a bill to permit non-coastwise quali-
fied vessels to transport passengers one-way between Puerto Rico and United States
mainland ports.

Turismo is a public corporation of the Government of Puerto Rico. It has official
responsibility for the overall development of the island's tourism industry, through
planning, promotion, training, and the provision of transportation and other tourist
services. Turisomo is, with a budget of more than twelve million dollars in fiscal
year 1983, devotes considerable efforts to carrying out its responsibilities.

We engage in large scale advertising and promotion of Puerto Rico's attractions,
both abroad and on the U.S. mainland, including approximately 20,000 visits to
travel agents, who are the largest providers of tourism to the Caribbean. We work
closely with the airlines and cruise ship companies. We publish a monthly visitor's
guide to Puerto Rico, entitled "Que Pasa." We regulate standards for the island's
hotels and other tourist facilities. In addition, we engage in extensive efforts to de-
velop a wide range of tourist facilities and attractions. In this regard, we promote
the convention center, which makes Puerto Rico a strong contender in the region
for convention business. We also operate "paradores puertorriquefios," a network of
moderately priced small hotels and country inns located throughout the island.

We are currently involved in a complete effort to improve the industry, including
a twenty million dollar investment in new pier and airport facilities, and the remod-
elling of most of our hotels. We are in the process of retraining our work force, from
hotel workers to taxi drivers, in a vocational hotel school established last year. This
year we are retraining 1,500 persons, and expect to retrain 8,000 over the next four
years. We have increased our marketing and advertising budget by 66 percent,
which will include television coverage on the mainland.

The Caribbean Basin Initiative has been enacted since I last testified before this
subcommittee. Although the Government of Puerto Rico supports the CBI, it can
nevertheless have a negative impact on our tourism. It contains a provision allowing
tax deductions for business expenditures for conventions in Caribbean countries who
have signed a tax treaty with the United States. The number of conventions in
Puerto Rico has increased from 375, with 68,000 attendees in 1977, 10 1,298, with
89,000 attendees in 1981. These visitors spent approximately 168 million dollars in
1977 and 355 million dollars in 1981. Puerto Rico normally attracts small conven-
tions. We have a maximum capacity of 5,000 persons per convention, similar in size
to that of our Caribbean neighbors. Thus, with the new CBI provision, we will be
competing for the same small and medium sized conventions.

We have a lot to work with in promoting tourism. Not only does Puerto Rico have
many natural attractions, but it also has an extensive array of top quality hotel of-
ferings in all price ranges. As of June 1983, we had approximately eight thousand
available rooms in hotels, guest houses, tourist villas and in the paradores puertorri-
quefios.

The tourism industry has been a major force behind Puerto Rico's economic devel-
opment, and contributes significantly to the economy. For instance, ill fiscal year
1982, tourist expenditures amounted to 681 million dollars, and constituted 5.4 per-
cent of Puerto Rico's gross domestic product. Tourism is extremely important in
terms of employment because it is largely labor intensive. The 681 million dollars
spent by visitors in 1982 created more than forty eight thousand jobs.

Without going into too much detail, I would like to give you an idea of the magni-
tude of our tourist trade. Attached to my written statement you will find detailed
statistics that back up what I am about to say, and other information related to my
testimony.

Puerto Rico is the Caribbean's number one tourist destination. Largely due to our
success in attracting additional air service in recent years, and in expanding and
improving our tourist facilities, we have been able to draw and increasing number
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of visitors. In fiscal year 1982, Puerto Rico attracted two million tourists. A total of
1.5 million visitors came by air. Of that number, 1.2 million came from points
within the United States. The visitors arriving by air spent 660 million dollars in
1982.

Another 444,148 cruise ship passengers attributable to 700 different cruise ship
sailings, visitors who spent an additional twenty million dollars, came to Puerto
Rico in fiscal year 1982. This category of passenger comes to Puerto Rico in one of
two days. The majority comes on cruise ships originating in mainland ports and
calling at San Juan. These cruise ships' stay in Puerto Rico is extremely short.
Cruise ships that originate in mainland ports can only call at San Juan for 24 hours
or less. Thus, the passengers on those ships are able to get only a very small taste of
the many things that Puerto Rico has to offer, regardless of whether or not they
would like to stay longer. The remainder-uf-cruise ship passengers come to Puerto
Rico to board vessels that originate at and return to San Juan.

I believe that H.R. 89 will allow Puerto Rico to fill a major void in its cruise ship
visitor market. You have heard me say that we are able to attract cruise ship visi-
tors who come to San Juan and leave shortly thereafter by the same vessel, and
visitors who take San Juan-originating and returning cruises. You have not heard
me speak of visitors who wish to travel from the mainland to Puerto Rico by cruise
ship, and return by air. I have not mentioned such visitors because, at the present
time, they are legally precluded from making such trips. The legal restriction in 46
U.S.C. section 289, prevents us from developing the cruise ship market to its full
potential. At roughly 440,000 visitors annually, that market is of a respectable size,
but not nearly as large as it could be. Actually, we lost volume in the last year due
to our competitive disadvantage.

You are aware, of course, that no U.S. flag cruise ships serve San Juan, or,
indeed, any points in the Caribbean. San Juan receives service only from foreign
vessels. And because of the current law, foreign vessels are prohibited from carrying
passengers between the U.S. mainland and Puerto Rico on a one-way basis. Removal
of that prohibition will allow Puerto Rico to go after the one-way cruise ship visitor
market.

I would like to describe in more detail the nature of the market that Puerto Rico
can attract with passage of H.R. 89. First, we believe that there are a substantial
number of individuals who would like to take a cruise to San Juan from a mainland
port, and would then like to spend some time visiting the island before returning
home. Second, there should be some individuals who are interested in taking a
cruise but, because of time or cost constraints, are not able to go in both directions.
For them, the opportunity to first take an abbreviated cruise on a one-way basis,
and to then fly home, would be attractive.

Some of the above individuals would be drawn from the ranks of cruise ship pas-
sengers who already visit Puerto Rico. To the extent that those individuals extend
their stay beyond the 24 hours or less that they now are spending in Puerto Rico,
tourism and the Puerto Rican economy will benefit. But perhaps even more signifi-
cantly, we expect to be able to induce a substantial number of new passengers to
visit Puerto Rico for the first time, with the innovative transportation offering that
we contemplate. These visitors may come on cruise ships that already call at San
Juan, and in even greater numbers, on the new ships that we expect to attract to
take advantage of the one-way cruise ship visitor market.

We have given this matter considerable thought, and are convinced that we have
an opportunity to increase Puerto Rico's tourist base, and tourism revenues substan-
tially. One-way cruise ship offerings are not uncommon. A passenger can travel by
ship between the U.S. west coast and various points in Alaska on a one-way basis,
thanks to an exemption aleady granted by Congress.

Perhaps even more significantly, the Royal Caribbean Line, of Norwegian regis-
try, is now extensively promoting several one-way cruise ship packages in toe Carib-
bean. Under Royal Caribbean's programs, the passenger boards the vessel in Miami,
visits various Caribbean locations, such as Jamaica and Curaqao, and flies back to
the U.S. mainland from Barbados. The passenger can also fly from the U.S. to Bar-
bados, board a ship there, and cruise to Miami via various Caribbean destinations
such as St. Thomas and the Dominican Republic. It should be noted that the U.S.
Virgin Islands are exempted from these restrictions. Puerto Rico should have and
wants the ability to compete with these foreign and U.S. Caribbean islands for the
one-way cruise ship market. -

At the present time, the great majority of cruise ship offerings in the Caribbean
consist of a departure from a major gateway, a tour of various island ports, and a
return to the gateway where all passengers debark and the next group is taken on
to repeat the cycle. If a passenger wishes to spend more than part of a day in any
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given port, for instance, if he wishes to debark and catch a later sailing, or debark
and return home by air, he makes special arrangements for this, pays a slight pre-
mium to the cruise line, and accepts a booking on the basis of final confirmation
only near to actual departure time. This type of arrangement is usually made avail-
able by the lines only on a space-available basis. Such an arrangement, of course, is
not possible at all in the case of Puerto Rico, due to the section 289 restriction.

The obvious option is to develop and aggressively market services on a one-way
basis (fly one way and cruise the other), along the general lines of the Royal Carib-
bean offerings. Two essential ingredients are needed to make such a service viable
on a large scale. These are ingredients that Puerto Rico has, and many other Carib-
bean locations lack: A high quality air service infrastructure which ties both a Car-
ibbean port and a U.S. mainland port with a wide range of city markets, served by
frequent and direct air services; and a local tourism infrastructure at the Caribbean
point capable of providing varied attractions for meaningful multi-day visits, and
with sufficient total and surge capacity year-round to provide the necessary ameni-
ties.

Puerto Rico is uniquely qualified as a Caribbean point for this type of service of-
fering. Both of the necessary conditions are fulfilled. Air service to Puerto Rico from
U.S. city markets is clearly superior to the service to any other Caribbean point. As
to tourist amenities, Puerto Rico's existing infrastructure is generally considered
unequalled in the region.

Moreover, the one-way cruises that Puerto Rico contemplates should be particu-
larly attractive to the most price-sensitive component of the tourist market. Air
fares from Puerto Rico to the major mainland point of New York can be as low as
$139 on some flights. These low air fares could be combined with the low rates for
some Puerto Rican accommodations, such as the paradores puertorriquefios, to put
together an attractively priced cruise/fly package. '

Because of the nature of the contemplated service, which would be new to Puerto
Rico, it is difficult to estimate the possible tourism volume impact. Based on con-
tacts with representatives of the cruise industry, we feel confident that the impact
will be substantial, particularly as the service matures. Currently, Puerto Rico at-
tracts roughly 162,000 annual cruise ship visitors who originate and terminate their
voyages in San Juan. We project, r,t a minimum, that the number of new visitors
attracted to Puerto Rico by the one-way cruise ship service will amount to fifty per-
cent of that figure. Thus, we believe that it is not unreasonable to expect an addi-
tional 81,000 visitors in the first year ef operations.

These additional visitors, many of whom would spend time enjoying Puerto Rico,
would be a tremendous boon to our economy. Since each mainland visitor spends an
average of $422 in Puerto Rico, the new visitors would add approximately thirty
four million dollars to the island's tourist revenues. In addition, this translates into
a fifty nine million dollar boost to the economy's total output, and into the creation
of approximately four thousand new jobs. All of this, of course, does not include the
positive economic impact to be expected as a result of current cruise ship passengers
who decide to extend their stay in Puerto Rico once they are able to take a plane
back to the mainland. Puerto Rico will not be the only one that will benefit from
enactment of H.R. 89. U.S. air carriers will also benefit since they will be have addi-
tional one-way passenger traffic between San Juan and the U.S. mainland. We are
all concerned that a result of airline deregulation has been the reduction of routes
flown. Earlier this summer, Pan American Airlines completely shut down its oper-
ations in Puerto Rico. In addition, Eastern Air Lines, the largest carrier serving the
island, is facing serious financial difficulties. While enactment of H.R. 89 will not
solve all the problems the airlines are confronting, it would help preserve and possi-
bly enhance their service to Puerto Rico. Moreover, the U.S. balance of payments
will be enhanced to the extent that mainland residents are attracted to Puerto Rico
rather than to foreign Caribbean islands.

There is no prospect of U.S. flag service to Puerto Rico in the near future. We
would like to be able to promote Puerto Rico in the same way that foreign cruise
ship services promote vacations to Alaska. We expect to be able to attract new
cruise ship lines. Of course, we need not rely on new companies alone to reap the
benefits of H.R. 89. The many foreign flag cruise ships that now sail between the
mainland and Puerto Rico, and those that originate cruises to the Caribbean from
San Juan, would also be in a position to quickly take advantage of H.R. 89. We
could immediately begin working with these companies to market one-way cruises
that would be an immediate benefit for our tourism industry.

As a final note, I would like to reemphasize one aspect of the Governor's testimo-
ny. H.R. 89 should be enacted not only to remove an unnecessary legal impediment
to our ability to attract tourists, but also to facilitate the Puerto Rico-mainland
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travel of persons who are unable to travel by plane. For many of these people, we
are not talking about the luxury of taking a cruise, but about the essential question
of whether they will be able to travel at all. Just as I am concerned about tourism, I
am also concerned about ensuring that all U.S. citizens have a viable means to
travel to and from Puerto Rico.

Let me also add that I am grateful to the chairman and the subcommittee for
their efforts last year with H.R. 1489, and hope that this year we are successful in
finally obtaining enactment of H.R. 89. I would be happy to answer any questions
you may have. Thank you.

PRELIMINARY STATISTICS PUERTO RICO TOURISM INDUSTRY, FISCAL YEARS 1982 and 1983

1982 1983 Change
(Percent)

Regular visitors ................................................................................................................ 1,563,676 1,519,464 - 2.8
Regular visitors expenditures (m illions) .......................................................................... $660.6 $656.2 - 1.1
Cruise ship visitors ......................................................................................................... 444,148 411,150 - 7.4
Cruise ship visitors' expenditures (millions) .................................................................... $20.9 $20.2 - 3.3
Total visitors .................................................................................................................... 2,007,824 1,930,614 - 3.8
Total visitors' expenditures (m illions) ............................................................................. $681.6 $673.4 - 1.2
Average occupancy rate ................................................................................................... ' 60.5 58.7 - 3.0
Contribution to GNP 2 (m illions) ..................................................................................... $852.0 $841.8 - 1.2
Contribution to net income 2 (m illions) ......................................................................... $668.0 $659.9 - 1.2
Contribution to government revenues (millions) ............................................................. $184.0 $181.8 - 1.2
Room s available ............................................................................................................... 8,808 7,473 - 15.2

'Revised2 
Direct and indirect contributmn.

Source -Puerto Rico Tourism CD, August, 1983

ORIGIN OF VISITORS-SUMMARY REPORT FOR THE MONTH OF JUNE 1983

AND FISCAL YEARS 1982-83

Month Fiscal year

1983 190? Percent of 1982-83 1981-82 Percent of
change change

Residents total ..................................................... 18,350 19,635 - 6.5 192,724 214,822 - 10.3

Nonresidents total ' ............................................. 25,447 31,451 -19.1 481,468 534,197 - 9.9

U.S. mainland ............................................. 18,925 21,067 - 10.2 342,544 347,238 - 1.4
Canada ........................................................ 165 261 - 36.8 13,183 19,408 - 32.1
Mexico ........................................................ 435 940 - 53.7 8,476 19,921 - 57.5
Central America .......................................... 115 176 - 34.7 1,963 2,943 - 33.3
South America ............................................ 871 2,614 - 66.7 30,694 50,219 - 38.9
West Indies ................................................. 3,083 3,306 - 6.7 40,720 41,853 - 2.7
Europe ......................................................... 840 1,572 - 46.6 20,730 29,743 - 30.3
Asia ............................................................. 91 147 - 38.1 1,495 1,375 8.7
Other foreign countries ............................... 176 259 -32.0 5,680 4,672 21.6
Other Non/Res/Nes .................................... 746 1,109 -32.7 15,983 16,825 -5.0

Grand total ' .......................................... 43,797 51,086 - 14.3 674,192 749,019 -- 10.0

'Does not include crew members of the airline companies previously considered as nonresidents.

REVENUE FROM BUSINESS CONVENTIONS

Number of Numer of Revenues
conventions people (millions)

Fscal year:
1977 ...........................................................................................................
1978 ...........................................................................................................
1979 .....................................................................................................................

375
577
717

68,000 $169
81,050 324.2
85,459 340.8
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REVENUE FROM BUSINESS CONVENTIONS-Continued

Number of Number of Revenues
conventions people ('tlions)

1980.......................... ...... ... ......... 855 82,639 330.6
1981 ......... ................................... 1,298 88,850 355.4

Source -Puerto Rico Convention Bureau

Mr. JONES. Thank you, Mrs. Moran.
I direct your attention, if I may, to page 6, next to the last para-

graph, in which you testify a passenger can travel by ship between
the U.S. west coast to various points in Alaska on a one-way basis,
thanks to an exemption already granted by Congress.

Would you mind explaining that exemption to us?
Mrs. MORAN. I will submit the answer later. I don't have the

answer at this moment. I cannot explain it clearly at this moment.
I am sorry.

Mr. JONES. The committee is not aware of any exemption having
been granted by Congress.

Mrs. MORAN. Apparently, one of our counselors submitted this to
us, and we will have to recheck it.

Mr. JONES. For the time being, to correct the record I would like
to state that Congress has not created any waiver for the west
coast-to-Alaska cruise trade.

Mrs. MORAN. Apparently, the information submitted to us was
erroneous, then, and we will take it out of the record.

Mr. JONES. Thank you.
COMMONWEALTH OF PUERTO Rico TOURISM Co.,

San Juan, P.R., October 19, 1983.
Hon. WALTER B. JONES,
Chairman, House Committee on Merchant Marine and Fisheries,
Longworth House Office Building, Washington, D.C.

DEAR CHAIRMAN JONES: It was a pleasure to appear before you and the other
Members of the Subcommittee today on H.R. 89, the bill to allow foreign flag vessels
to begin one-way passenger service between the mainland and Puerto Rico until
such time as U.S. carriers begin such a service.

Part of my testimony referred to an exemptio granted to Alaska which allows a
similar service to exist. During the questions directed to me, you inquired as to the
specific exemption for Alaska. At that time, I did not have the exact citation for
you. I am pleased, through this letter to provide it for you. I was referring to 46
U.S.C. 289b, the so-called "Hyder provision". It is my understanding that this provi-
sion is seldom used today, but it does serve as an example of what we are seekiing
for Puerto Rico.

Again, it was a pleasure to appear before you.
Cordially,

FRANCES RIOS DE MORAN,
Executive Director.

Mr. JONES. Mr. Corrada, any questions?
Mr. CORRADA. No, Mr. Chairman. I have no further questions,

other than to of course commend Mrs. Moran for her testimony
and appearance here today.

Thank you, Mr. Chairman.
Mr. JONES. I, too, would like to commend her on her appearance.
Mr. Forsythe.
Mr. FORSYTHE. We are certainly happy to have you, Mrs. Moran.
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Just one question: Are you aware of a contract just recently
signed for the construction of two new passenger vessels in a U.S.
shipyard? These vessels would provide coastal passenger service,
and I believe the projection is that the first one of those will come
out of the yard in 1986.

You say you don't anticipate any U.S.-flag service available in
the near future. Would 1986 qualify as "near future"?

Mrs. MORAN. Could you please repeat the question, sir?
Mr. FORSYTHE. Just this week a contract to build two U.S. pas-

senger vessels in a shipyard in the State of Washington was signed.
The first vessel is to come on line in 1986, in 3 years. I think it is
proposed to serve at least gulf coast service and maybe east coast.

If that line were to serve Puerto Rico, would you consider 3 years
the near future in terms of getting U.S.-flag ship service?

Mrs. MORAN. It would depend on what the near future would
mean, sir, how long it would take.

Mr. FORSYTHE. Three years.
Mrs. MORAN. Well, the problem is that at this moment, because

of the fact that there are no U.S.-flag ships going to Puerto Rico, it
is affecting our tourism industry at this moment. It would hurt,
definitely.

Mr. FORSYTHE. Thank you.
Mr. JONES. Mr. McKernan.
Mr. MCKERNAN. Just two questions to follow up on Mr. For-

sythe's question.
If this law were passed fairly quickly, I take it there are existing

ships that could easily offer packages to Puerto Rico, because they
are in the Caribbean now.

Mrs. MORAN. Yes, sir. As a matter of fact, we have been speaking
already with the Caribbean Norwegian lines, and we have been
speaking also to the Greek ships and also to the Italian lines. They
have been offering some packages.

Mr. MCKERNAN. These are ships that are already servicing other
islands in the Caribbean?

Mrs. MORAN. Yes, sir.
Mr. MCKERNAN. So it probably would not take any major capital

investment by any of these lines in order to furnish trade to Puerto
Rico?

Mrs. MORAN. We don't believe it will.
Mr. McKERNAN. I take it, therefore, if an American-flag vessel

came on line, there would not be anybody who would be already in
service within the next 2 or 3 years who would be really financially
injured except for having lost passengers.

Mrs. MORAN. Right.
Mr. MCKERNAN. Finally, are there any other islands in the Car-

ibbean that cruise ships are prohibited from servicing?
Mrs. MORAN. As far as I know, none of the other islands are, sir.
Mr. MCKERNAN. Thank you. No further questions.
Mr. JONES. Mrs. Moran, thank you again.
Mr. CORRADA. Would the Chair yield?
Mr. JONES. I recognize the gentleman.
Mr. CORRADA. In connection with your testimony, and the ques-

tion by the gentleman from New Jersey, I would like to reempha-
size that at any time that American-flag vessels are able and will-
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ing to provide the service, then they would have the priority and
there are provisions in the bill to phase out service by the foreign-
flag vessels. In other words, we are simply protecting ourselves now
in Puerto Rico from the lack of availability of this service; but
should there be in the future, on a short-term basis or long-term
basis, am American-flag vessel willing and able to provide the serv-
ice, then of course they would have definite priority, and the for-
eign-flag service would have to be phased out under the provisions
of the bill.

Mr. MCKERNAN. You make an excellent point.
I think one thing we ought to keep in mind is that it is one thing

to say that foreign-flag vessels would be phased out if there has
been no capital investment by that particular company that has
put the vessel on line, and another instance where you might be
encouraging somebcdy to make a major capital investment, and
then all of a sudden have the rug pulled out from under them by
allowing a domestic vessel to come into the trade. I think in this
case we are not talking about the latter situation where anybody
would be investing any major capital. And therefore I, for one, do
not see a problem with this particular proposal.

Mr. CORRADA. Thank you.
Mr. JONES. Mrs. Moran, again thank you for your appearance

here today. Delighted to have you as a witness.
Mrs. MORAN. Thank you very much.
Mr. JONES. At this point I ask unanimous consent there be in-

cluded in the record of these proceedings a statement by Jose
Madera, administrator, Puerto Rico Economic Development Admin-
istration.

[The statement of Mr. Madera follows:]

PREPARED STATEMENT OF Jose R. MADERA, ADMINISTRATOR, PUERTO Rico ECONOMIC
DEVELOPMENT ADMINISTRATION

My name is Jos6 R. Madera. I am the Administrator of the Puerto Rico Economic
Development Administration, which is commonly referred to as Fomento. Fomento
has been Puerto Rico's primary economic development agency since 1942. Fomento's
primary task has always been, and is, to promote the economic improvement of
Puerto Rico-to create job opportunities and income for our people, to channel net
capital investment into development, to promote the orderly growth of the industri-
al and service sectors of the economy, and to assist firms to establish and sustain
viable operations.

I urge this Committee to act favorably on H.R. 89 because its passage is signifi-
cant to Puerto Rico's socioeconomic development, and to even closer links with the
United States. A transportation system is obliged to be service and price competi-
tive, and to guarantee our citizens no matter where they live on the U.S. mainland,
Alaska, Hawaii or Puerto Rico, the right to travel freely to and from the United
States.

If maps were drawn based upon these economic political links instead of geogra-
phy, Puerto Rico would be shown nestled very close to the mainland United States
instead of 1,000 miles from Florida beyond Cuba and Hispaniola. Puerto Rico is a
major customer for U.S. products, importing $5.209 billion worth of U.S. made goods
and exporting to the U.S. $7.105 billion in fiscal .1982. According to a recent study,
our purchases from the United States in fiscal year 1980 accounted for 151,289 jobs
in the United States and generated $4.76 billion in income. Worldwide, we are the
ninth largest customer for U.S. exports.

In the manufacturing sector alone, U.S. parent companies have some 2,500 oper-
ations in Puerto Rico accounting for 75 percent of all direct manufacturing employ-
ment. Since they are concentrated in a high wage, high technology sector, these
companies account for an even larger percentage of indirect jobs. According to the
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most recent count in June 1983, over 128 companies in Puerto Rico are subsidiaries
of Fortune 500 manufacturing companies.

In one important respect, however, our distance from the United States is greater
even than our actual geographic distance. It is the subject of today's hearing, the
unavailability of surface transportation for passengers between Puerto Rico and the
United States mainland. The Jones Act requires that all shipping between Puerto
Rico and the United States mainland be done in United States flagships, and cost
considerations now prevent any U.S. passenger or cruise ships from serving this
route. The only way that a person can travel directly between Puerto Rico and the
United States is by airplane. As an Island, we have no other alternative means of
travel available to our citizens today. This is both a hardship for many Puerto
Ricans who cannot fly and an invidious form of discrimination since our fellow citi-
zens in the U.S. Virgin Islands are exempt from the Jones Act provisions. In this
connection, "higher cost" U.S. flag vessels must move raw materials and finished
products between the U.S. mainland and Puerto Rico. We are heavily burdened with
the extra cost. On the U.S. mainland there are alternatives to this extra cost-sur-
face transportation, and no "higher cost flag obligation".

Fomento's comprehensive development objectives emanate from policy guidelines
laid down in 1977, five years ago, after an exhaustive analysis of industrial incen-
tives, social objectives and future prospects in terms of vertical and horizontal ex-
pansion of Puerto Rico's markets

As a result of that thorough and across-the-board analysis, the government of
Puerto Rico created a multifaceted development strategy designed to met our social
commitment to our working people, provide stability to our industrial community
(and thereby to our economy as a whole), diversify further our manufacturing base
and spur intermediation in our manufacturing sector.

Moreover, an essential first step was to broaden our local tax base to relieve the
increasingly heavy burden on our middle classes as well as give our growing com-
munity of corporate citizens a direct opportunity to contribute to public services and
expanded infrastructure. A simple, graphic illustration of our eroding tax base at
that time required nothing more than to imagine an overturned pyramid, with our
bulging economic structure and future resting on an ever-narrowing point at the
bottom.

At the same time, we had to entirely revamp our industrial incentives to enable
both established and future industries to maintain and expand their operations here
on a long-term or permanent basis.

And finally, we had to provide opportunities for manufacturing industries and
export-oriented service firms to expand into the growing and diverse markets of the
Caribbean, Central America and the continent of South America.

During this five-year period of sweeping structural changes, we clearly achieved
significant results:

( ' Better salaries and wages, greater social justice for our workers (including top
fringe benefits, job stability, promotion and technological advances, etc.);

(2) Intermediation, i.e., increased vertical and horizontal integration of our manu-
facturing sector, providing linkages among our plants and factories, and with the
high-tech industries, developing into the second generation of "upstream develop-
ment" or core (block-building) industries; which in turn

(3) Create opportunities for local entrepreneurs.
Also, we have a more attractive "on-demand" PRIDCO factory building availabil-

ity at competitive rates, cutting start-up time from one to two years, reducing in-
vestment requirements at a time when private investors face high interest and
other cost pressures.

During this period, 1977 through 1983, Fomento-promoted employment in 1,313
local industrial projects amounted to 77,918. The actual employment, up to date,
from these contractural commitments has been 44,670, or almost 94 percent of the
initial commitment.

During this same six-year period, Fomento's efforts to target industrial enter-
prises that would establish here on a long-term basis, would continue expanding and
would provide not only abundant, high-paying jobs (plus top fringe benefits and good
working conditions) but also diversify and expand our technological capability, have
all been extremely successful. Indeed, of total employment in all Fomento-promoted
industries, some 40.4 percent of these jobs are in so-called high-tech industries.

Puerto Rico enjoys the fastest growth rate of computer and high technology elec-
tronics of any major industry location in the world. In computers alone, the number
of plants making computers and related equipment inci eased from five in 1977 to 33
at present. In that brief period, the number of employees in the industry has grown
from 3,077 to 7,151. And this number of employees can be expected to rise quickly in
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the near future because the typical computer investor begins with a small operation
to test the industrial climate and then expands when he sees how well he can do in
Puerto Rico. Next, exports of computer products from Puerto Rico to the U.S. from
$26.8 million to $110.36 million in fiscal year 1980, a two-year increase of 265 per-
cent! And altogether there are over 296 plants in the computer, non-computer elec-
trical electronics and instruments industries, employing some 38,529 men and
women.

Our computer companies are among the most advanced in the world; and they are
rapidly expanding their sophisticated, as well as, their basic operations here. Eight
of the 33 U.S. firms with plants making computer products in Puerto Rico are For-
tune 500 companies, such as Digital Equipment, Honeywell, Wang Laboratories,
Hewlett-Packard, Westinghouse and so forth. These and other companies are manu-
facturing a wide range of sophisticated products in Puerto Rico, such as high densi-
ty recording units, Digital circuit modules, memory systems, mini computers, print-
ed circuit boards and a host of others.

However, although we in Puerto Rico today are immersed in a technological revo-
lution, let us not forget that our traditional industries, such as apparel, continue to
be major pillars of strength in our manufacturing community.

Consider these facts:
The apparel industry is still the island's single biggest employer in manufactur-

ing, with 31,038 workers in 325 plants, including some of the world's leading compa-
nies, manufacturing a wide variety of high quality products.

Net income from apparel has risen in each of the last five years. Despite the U.S.
mainland's economic slowdown, the value of off-island apparel shipments increased
a phenomenal 11.3 percent to reach $688.5 million in 1982.

The fact that Puerto Rico's apparel industry has maintained its employment
levels of the early 1970's proves that it has succeeded in raising productivity to read-
just to the new environment of the later 1970's and early 1980's.

The inevitable turnover of plants (due to qualitative upgrading of the island's
output and market changes) often makes available excellent turnkey (immediate oc-
cupancy) manufacturing facilities.

Puerto Rico has more trained and experienced skilled apparel workers available
for hire than any other western hemisphere area.

The apparel industry in Puerto Rico has made a successful readjustment to
changed economic circumstances. Recent apparel employment has been maintained
at levels that prevailed for the decade of the 1970's between some 37,000 in times of
prosperity and a low point of about 32,000 in recessions.

The apparel industry in Puerto Rico has been able to increase its productivity,
adjusting to higher minimum wage levels and increasing foreign competition.

Often productivity increases have taken the form of change to higher quality
output, with new firms taking over existing buildings under the guidance of Fomen-
to's apparel specialists.

The net result has been an apparel sector better able to confront the challenges of
the 1980's. This is evident by the industry's maintenance of employment levels, its
growth in new income and the large increase in the value of its off-island ship-
ments.

Additionally, Puerto Rico is prepared to play an essential role in Caribbean eco-
nomic development. Puerto Rico has much to offer-especially in respect to the
smaller, less-developed economics of the region-when you consider our comparable
socio-economic size, similar problems and our unparalleled experience of more than
three decades of rapid economic growth. Moreover, we have much to gain from in-
creased trade and expanded markets for our wide range of manufactured products,
goods and services. Above all, Puerto Rico has clearly demonstrated effective, coop-
eration between the government sector and the private sector. Indeed, we have
shown that the social objectives of a modern democratic government are not in con-
flict with the objectives of enlightened private capitalism.

But Puerto Rico's experience cannot be traced in detail, naturally. Yet may specif-
ics of our diverse development experience can be transmitted and adapted. And
given our Caribbean demographics, recent development experience, bilingual capa-
bility, et al, Puerto Rico can make available its myraid experts in a host of areas
such as low-cost housing, agricultural credit systems, technical education and train-
ing, cooperatives, energy conservation and, of course, industrial development, such
as modern promotional techniques and creation of industrial park buildings and in-
frastructure. We can also arrange with many of our neighbors a "twin-plant"
system of co-production of goods and products, with our contribution at the ad-
vanced skills level.
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The Government of Puerto Rico has not hung back waiting for encouragement
from Washington to take important steps on its own initiative, toward implementa-
tion of a Caribbean cooperative development program. In fact, we are setting an ex-
ample for interregional cooperation. After some preliminary talk, the first major
step was taken on October 30, 1981, when Jamaica's Prime Minister Edward Seaga
met with Governor Romero at La Fortaleza. On that occasion, an agreement was
reached to begin mutually beneficial economic, educational and cultural coopera-
tion. Later, there were follow-up exploratory missions to Kingston, in which U.S.
Embassy officials participated, to identify areas of immediate need. And, last year,
an 18-member Puerto Rican mission, headed by Secretary of State Carlos Quiros,
met in Jamaica with the Prime Minister and his comparable contingent of experts
to create working-level committees, action agendas, work plans, etc. Our "Jamaica
Initiative", in other words, is already being implemented.

With respect to the tourism sector, Fomento has invested $25.8 million in im-
provements on hotel properties owned by the Puerto Rico Industrial Development
Co., and is considering the addition of two new towers, at a total cost of $8 million,
to the Caribe Hilton Hotel; the alternative would be to provide the hotel complex
with a 560-car capacity parking garage at a cost of $8 million.

The $25.8 million in improvements have been phased over fiscal 1982 and 1983, in
addition to the $4 million Fomento spends every year on regular maintenance of its
properties.

In spite of all our contributions to an improved socio-economic posture in Puerto
Rico, we are faced with new challenges. Like our neighbors on the U.S. mainland,
we are being affected adversely by the continuing recession, and the high interest
rates prevailing in the credit markets. The Island, which historically has had high
unemployment and a per capita income far below even the lowest U.S. state, now
has an unemployment rate of 24.7 percent. And in certain areas, notably in south-
ern Puerto Rico, the figure is much higher, in the 30 percent range.

Because we have been lagging behind the U.S. states, socio-economically, we were
particularly affected by U.S. social program cutbacks and tax reduction, by sharp
federal budget cuts in Comprehensive Employment and Training Act programs, and
by cuts in the federal food stamp program.

Moreover, the positive aspects of the President's economic recovery plan, have yet
to apply to Puerto Rico, although the application of some of its measures are being
implemented by Congress through the Caribbean Basin Initiative Plan signed by the
President recently.

H.R. 89 is extremely important to Puerto Rico. The removal of an artificial con-
straint to tourism and to the associated commercial and service sectors would con-
tribute to our economy. And because of our continuing high unemployment rate and
low per capita level, we must be obliged to aggressively pursue every appropriate
contributor to our socio-economic development-and H.R. 89 would certainly permit
us to do just that. H.R. 89 would permit Puerto Rico a very real opportunity to at-
tract more visitors and to compete more effectively in the Caribbean cruise ship
market. As a result, the total number of cruise ship visitors, 444,148 in fiscal year
1982 and 411,150 in fiscal year 1983, would be expected to increase dramatically.

Cruise ship passengers originating at a port other than in Puerto Rico, and calling
at San Juan, stay in Puerto Rico for only 24 hours or less. With the enactment of
H.R. 89, the existing cruise ship passenger will not be limited to an overnight stay.
Potentially this is an important economic plus.

H.R. 89 would also contribute to more U.S. job opportunities in maritime-related
industries-repair, maintenance, service and supplies. At the present time, there
are no U.S. cruise ships serving Puerto Rico, and as far as we know, there are no
U.S. lines interested in doing so. H.R. 89 would allow foreign vessels to serve a non-
existent U.S. market. Indeed, H.R. 89 could be particularly beneficial to U.S. ship-
ping interests. It places the risk of developing the U.S. mainland-Puerto Rico mari-
time transportation market on the foreign lines, giving the U.S. flag shipping inter-
ests a cost advantage-the choice of entering a market after it has been developed
and has achieved viability.

Finally, I would like to point out that although my testimony has focused on the
economic development of Puerto Rico, and the importance of H.R. 89 in that con-
text, I am primarily concerned as my Puerto Rican colleagues about the legitimate
right that the bill will return to the U.S. citizens by permitting an alternative to the
mode of travel between the U.S. mainland and Puerto Rico. And for those U.S. citi-
zens who are unable to fly, the bill will be particularly beneficial.

I urge prompt affirmative action on H.R. 89 by this Subcommittee and by Con-
gress.
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Mr. JONES. I also ask to be included in the record a statement by
Frank Drozak, president of the Maritime Trades Department, AFL-
CIO, and Seafarers International Union.

[The statement of Mr. Drozak follows:]

PREPARED STATEMENT OF FRANK DROZAK, PRESIDENT, MARITIME TRADES
DEPARTMENT, AFL-CIO AND SEAFARERS INTERNATIONAL UNION

Mr. Chairman and members of the subcommittee, my name is Frank Drozak and
I am President of the Maritime Trades Department, AFL-CIO and Seafarers Inter-
national Union. As the representative of 8 million workers in the maritime industry
and affiliated fields, I am very pleased to have this opportunity to present our views
on H.R. 89. This bill would allow foreign-flag passenger vessels to operate between
ports in Puerto Rico and other ports on the mainland United States, either directly
or by way of foreign ports, unless the Secretary of Transportation determines that
U.S.-flag passenger service is being offered.

The Seafarers International Union has always been and continues to be a strong
supporter of all U.S.-built, U.S.-flagged, U.S.-crewed, domestic cabotage laws. The re-
ality of the industry occasionally does require that this basic principle be waived.
However, in the legislation considered today, there are no advantages to be realized
by granting the exception requested.

In determining what limited waivers should be allowed on a case-by-case basis,
four essential questions must be asked. One, will the waiver harm existing opera-
tors? Two, will it discourage or encourage growth of a U.S.-flag domestic fleet?
Three, will it offer benefits to the U.S. merchant marine? Four, will it augment U.S.
defense requirements?

As we all know, there are presently no existing U.S.-flag passenger vessel oper-
ations between the mainland and Puerto Rico. One might argue, therefore, that no
U.S. operators will be harmed. This argument, however, fails to view this segment
of the passenger industry as a part of the whole trade.

As we are all aware, interest in developing a viable U.S.-flag domestic passenger
trade has recently increased. The most viable operation being contemplated at this
time envisions coastwise passenger service in luxury cruise liners along the East
and Gulf coasts. Passage of H.R. 89 would seriously undermine development in the
lower East Coast and Gulf trades. Foreign-flag vessels operating between Puerto
Rico and these same mainland ports would drain off much of this potential market.
U.S. operators intent on establishing a successful domestic market would be faced
with serious competitive obstacles during the crucial start-up phase of their oper-
ations.

As a corollary, the second criteria addressing growth in a U.S.-flag passenger fleet
would be completely unsatisfied. The competitive disadvantages to be overcome by
U.S. vessels operating either in the Puerto Rico trade or the East and Gulf coast
trade would virtually preclude and potential U.S. operator from entering these mar-
kets. There are no provisions in the bill safeguarding U.S. coastwise operators from
the market drain of nearby foreign competition.

The bill, by its very terms, closes the Puerto Rico to mainland market to future
U.S. operations. The nine month phase-out period for foreign ships in the bill would
require some period of head-to-head competition with those ships. The first year of a
new operation is always the most precarious. Short term losses during market devel-
opment are to be expected, but H.R. 89 compounds this risk so greatly that viable
U.S.-flag service would never be achieved.

In response to the third criteria outlined, it can hardly be argued that opening
this market to wholesale foreign-flag service will benefit the U.S. merchant marine.
Nor can any potential increase in revenues for Puerto Rico outweigh the lasting
damage done to the renascent U.S.-flag passenger fleet. The recent interest in devel-
oping a U.S. passenger trade will eventually benefit Puerto Rico, if potential U.S.
operations are only given a chance. U.S.-flag service between the mainland and
Puerto Rico would almost certainly be the next step once East and Gulf Coast mar-
kets are developed. But enactment of H.R. 89 will eliminate that potential once and
for all. And in the process, all interest in developing a U.S-flag coastwise passenger
fleet may also die.

The fourth criteria for a case-by-case waiver of the domestic passenger laws, of
course, will never be met by enactment of this bill. No possible defense benefit can
be read into this waiver. Moreover, any potential for addition of militarily essential
U.S. passenger vessels to augment our national security needs will most probably be
lost.
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In summary, passage of H.R. 89 will not meet even one of essential criteria
needed to support the waiver of the basic principles underlying our domestic cabo-
tage laws. The timing of this legislation could not be worse. For the first time in
several decades we have the opportunity to encourage development of a viable, mili-
tarily-useful, domestic passenger fleet with all the concomitant benefits to the U.S.
economy. The enactment of this legislation could single-handedly destroy this poten-
tial. The Seafarers International Union strongly opposes this legislation and urges
the Subcommittee to oppose further action on H.R. 89.

Thank you.

Mr. JONES. That concludes the hearing this morning. The sub-
committee stands adjourned.

[The following was received for the record:]
HOUSE OF REPRESENTATIVES,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C., October 27, 1983.

Ms. FRANCES RIOS DE MORAN,
Executive Director, Tourism Co., Common wealth of Puerto Rico, San Juan, P.R.

DEAR Ms. Rios: Thank you for your letter of October 19 clarifying the testimony
you gave before the Subcommittee on Merchant Marine on H.R. 89.

The clarification in your letter will be included as part of the record. The Hyder
amendment, as you correctly observed, is infrequently used because all voyages
have to originate or terminate in Hyder. In this respect, the Hyder provision does
not truly serve as a fair example for what you are seeking for Puerto Rico.

Thank you again for the clarification and for your appearance before our Commit-
tee.

Sincerely,
WALTER B. JONES, Chairman.

PREPARED STATEMENT OF PETER J. LUCIANO, EXECUTIVE DIRECTOR, TRANSPORTATION
INSTITUTE

We appreciate the opportunity to provide this statement for the record on H.R.
89, a bill which would allow foreign-flag passenger vessels to operate between ports
in Puerto Rico and other U.S. mainland ports. The Transportation Institute is a
nonprofit research and educational organization dedicated to the promotion of a
strong American merchant marine. Our 174 member companies operate U.S.-flag
vessels in the Nation's foreign and domestic shipping trades, including the Great
Lakes and inland waterways.

As is clear to all parties interested in the U.S.-flag passenger fleet, the industry
has been in the doldrums for the last several decades. At this time, however, we are
seeing a rekindling of interest in re-establishing the U.S. passenger fleet. Passage of
H.R. 89, however, would seriously undermine this interest and could bring recent
positive initiatives to a standstill. Now is the least auspicious time to permanently
carve out a portion of potential US. passenger markets and offer it to foreign inter-
ests. Such an action would certainly discourage interested investors from risking en-
trance into the Puerto Rican passenger trade, especially given the 270 day period
during which the new U.S. flagship would be burdened by costly start-up expendi-
tures and head-to-head competition with an established foreign-flag vessel. Although
H.R. 89 contains a provision eliminating foreign-flag service if a U.S.-passenger
vessel enters the trade, foreign interests still have an ongoing opportunity to jump
back into the trade if the U.S.-flag vessel leaves, regardless of particular circum-
stances at that time. Rather than allow foreign-flag vessels into the Puerto Rican
trade on a permanent basis, it would be preferable in our view to explore methods
of attracting U.S.-flag operators to enter the trade.

Adherence to the key principles of domestic cabotage has been a long standing
policy of U.S. lawmakers. There are times when it has been beneficial to waive cer-
tain provisions of these laws. However, these cases are rare and must be carefully
considered in terms of their longterm effect on the health and survival of the U.S.
maritime industry. Current legislation to permit the Cunard vessels to operate in
the domestic cruise trade is one example of a waiver carefully aimed at benefiting
the U.S.-flag passenger fleet. That legislation will require U.S.-flag documentation,
thus augmenting American maritime employment and revenues and increasing the
number of U.S.-flag passenger vessels available during national emergencies. H.R.
89, on the other hand, will primarily benefit foreign interests at the expense of po-
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tential U.S. operations. There is a critical difference between allowing U.S.-flag doc-
umentation, as in H.R. 2883, and allowing the foreign-flag operations, as in H.R. 89.
This bill advocates a permanent change of long standing law as opposed to a limited
one-time waiver, and would set a precedent too dangerous to be acceptable to those
interested in the preservation of the U.S. maritime industry.

Although it is unfortunate that geographic accident places limitations on trans-
portation to and from Puerto Rico. it is more important to preserve the long-stand-
ing policy which serves as the foundation to an entire industry, particularly in light
of the maritime industry's importance to U.S. national security. An exception made
for Puerto Rico would discriminate against Alaska, Hawaii, Guam and American
Samoa. As commonwealths and as states in the union, they have accepted geograph-
ic reality and have complied with prevailing national policy.

Finally, it is uncertain how the U.S. Customs Service would see fit to interpret
the changes proposed in H.R. 89. In the past, Customs has seen as a violation the
practice of foreign-flag vessels originating a cruise in a U.S. port, stopping briefly in
the Bahamas and then dropping passengers in a second U.S. port. Although the pro-
ponents of this bill do not intend for this type incursion to happen, Customs is un-
clear how passage of H.R. 89 will affect their view of a similar practice utilizing a
short stop in Puerto Rico.

It is in the national interest to preserve the foundations of the U.S. maritime in-
dustry, the fourth arm of defense. At this time of increased interest in rebuilding
the U.S.-flag passenger industry, we must move very cautiously and be very wary of
doing permanent damage to the future U.S. passenger fleet.

Mr. Chairman, and members of the Subcommittee, allow me to express the appre-
ciation of the Transportation Institute for your efforts to preserve one of the na-
tion's most important assets.

PREPARED STATEMENT OF M. LEE RICE, PRESIDENT, SHIPBUILDERS COUNCIL OF
AMERICA

Mr. Chairman and members of the subcommittee, I am Lee Rice, President of the
Shipbuilders Council of America, the national trade association representing the
principal domestic shipbuilders, ship repairers, and providers of equipment and
sources to the industry. A copy of our membership list is attached to this statement.

We oppose HR-89, which would permit foreign-flag vessels to engage in United
States coastwise passenger trades between Puerto Rico and other ports in the
United States.

We oppose this bill as part of the continuing erosion of the Jones Act. The Ship-
builders Council has steadfastly supported the Jones Act and its requirements for
American construction, ownership, and crewing of all ships operating in our coast-
wise trades. For roughly 200 years, this law has helped preserve part of the fleet
and shipyard capacity we need in the interest of our national security. Now there
are multifarious attacks on it, seeking exceptions for particular trades, states, or
ships. The Jones Act is, now, the only market for U.S.-built commercial ships. It
should not be destroyed piecemeal.

This Subcommittee has before and shall again hear of the need to sustain an ade-
quate mobilization base of shipyards and skilled shipbuilding workers in support of
our Nation's security. The soon-to-be published Navy/Maritime Administration"Shipyard Mobilization Base Analysis" concludes that a significant commercial
workload must be maintained in the shipyard if wartime needs are to be met.

The only market for commercial shipbuilding left to U.S. shipyards is that created
by the Jones Act. Each time foreign-built ships are allowed to enter the Jones Act
trades, a part of that vestigial market is lost, and along with it, part of our mobiliza-
tion base is also lost. It is not in our Nation's interest to permit this decimation of
the mobilization base to continue.

We share the concern, often expressed by the Honorable Baltasar Corrada, that
Puerto Rico suffers unfairly from being subject to the Jones Act while the U.S.
Virgin Islands is not. We agree that this disparity in treatment should not continue.
However, we suggest that the answer to this problem is found in ending the admin-
istrative blockage of application of the Jones Act to the Virgin Islands in the
manner provided by HR-3774, Mr. Snyder's bill to phase in the Jones Act with re-
spect to the passenger trade between the United States and the U.S. Virgin Islands.
We support HR-3774 and suggest that this Subcommittee should act promptly to
pass it.

We do not oppose the idea of passenger ship service to Puerto Rico. Unfortunate-
ly, at this time, there are no Jones Act ships carrying passengers between Puerto
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Rico and other U.S. ports. It may be, should a sufficient market for the service be
demonstrated and should other alternatives fail, that foreign-flag ships should be
permitted to operate temporarily in that trade. We are gravely concerned, however,
that if such a temporary exemption is granted, it be framed in a way which will not
effectively preclude U.S. ships from later entering the market.

In its present form, HR-89 permits foreign-flag vessels to continue to operate in
the Puerto Rico Jones Act trade for nine months after a U.S.-built U.S.-flag vessel
has qualified itself to engage in that trade. Only then, after nine months continued,
competing service, would the foreign-flag vessel have to withdraw from the trade.
This is too great a burden for a new U.S.-flag ship to bear in its first year serving a
trade.

Any new business venture must prove itself to its managers, shareholders, and
customers in its first year. Where the venture is capital intensive, such as ship oper-
ation, the venture's financiers must also be satisfied that it will succeed long before
it is built.

If a new U.S.-flag ship is to face nine months of unlimited competition from for-
eign-flag vessels, with lower capital and operating costs, its ability to produce a
profit in its first year will be questionable at best. In fact, this will provide so power-
ful a disincentive for any prospective operator to enter the trade, that none may
ever attempt to do it. We therefore submit that this period of competition must be
circumscribed in a commercially practicable way.

In order to remove this disincentive from HR-89, we suggest foreign ships be
barred from the trade upon the expiration of the shorter of the following two time
periods:

No foreign-flag ships be permitted to operate in the Puerto Rico Jones Act trade
on or after the first date on which a U.S. passenger vessel qualified to engage in the
Jones Act trade is available and scheduled to operate in that trade; and

Regardless of the first date the U.S.-flag vessel is scheduled to operate, no foreign-
flag vessel should be permitted to engage in the Puerto Rico Jones Act trade more
than 90 days after the Federal Maritime Commission issues a Certificate of Finan-
cial Responsibility for Indemnification of Passengers for Nonperformance of Trans-
portation for a U.S. passenger vessel to engage in that trade.

If the foreign-flag vessel must leave the trade in whichever period is shorter, the
U.S.-flag vessel would have adequate protection and should be able to engage in the
trade.

In the event that foreign-flag vessels are permitted to enter the trade, they should
be required to have all repairs, overhauls and modifications performed in U.S. ship-
yards. This should include all modifications necessary to comply with U.S. operating
regulations.

We submit that the foregoing approach is a reasonable compromise on this issue.
It should satisfy the legitimate concerns of the Commonwealth of Puerto Rico as
well as the U.S. shipbuilding and ship operating industries.

[Attachment Al

REGULAR MEMBERS

ADDSCO Industries, Inc., Post Office Box 1507, Mobile, AL 36601.
The American Ship Building Co., Suite 800, Lincoln Pointe Building, 2502 Rocky

Point Road, Tampa, FL 33607; Amship Division, Lorain, OH. Tampa Shipyards, Inc.,
Tampa, FL.

Avondale Shipyards, Inc., Post Office Box 50280, New Orleans, LA 70150.
Bath Iron Works Corp., 700 Washington Street, Bath, ME 04530.
Bay Shipbuilding Corp., 605 N. 3rd Avenue, Sturgeon Bay, WI 54235.
Bethlehem Steel Corp., Shipbuilding Division, Bethlehem, PA 18016; Beaumont,

TX; Sparrows Point, MD.
Coastal Dry Dock & Repair Corp., Brooklyn Navy Yard, Building 131, Brooklyn,

NY 11205.
Dillingham Maritime Group, P.O. Box 4367, Portland, OR 97208.
General Dynamics Corp., Pierre Laclede Center, St. Louis, MO 63105; Electric

Boat Division, Groton, CT and Quonset Point, RI; Quincy Shipbuilding Division
Quincy, MA and Charleston, SC.

General Ship Corp., 400 Border Street, East Boston, MA 02128.
Ingalls Shipbuilding Division, Litton Industries, Post Office Box 149, Pascagoula,

MS 39567.
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Jacksonville Shipyards, Inc., 750 East Bay Street, Post Office Box 2347, Jackson-
ville, FL 32203.

Jeffboat, Incorporated, P.O. Box 610, 1030 East Market Street, Jeffersonville, IN
47130.

Lockheed Shipbuilding and Construction Company, 2929 Sixteenth Avenue, SW,
Seattle, WA 98134.

Marine Power & Equipment Co., Inc., 1441 North Northlake Way, Seattle, WA
98103.

Marinette Marine Corp., Ely Street, Marinette, WI 54143.
Maryland Shipbuilding & Drydock Co., Post Office Box 537, Baltimore, MD 21203.
National Steel & Shipbuilding Co., Harbor Drive at Twenty-Eighth Street, Post

Office Box 80278, San Diego, CA 92138.
Newport News Shipbuilding, 4101 Washington Avenue, Newport News, VA 23607.
Norfolk Shipbuilding & Drydock Corp., Post Office Box 2100, Norfolk, VA 23501;

Norfolk, VA (2 plants); Berkeley, VA.
Northwest Marine Iron Works, Post Office Box 3109, Portland, OR 07208.
Pennsylvania Shipbuilding Company, P.O. Box 442, Chester, PA 19016.
Peterson Builders, Inc., 101 Pennsylvania Street, P.O. Box 47, Sturgeon Bay, WI

54235-0047.
Savannah Shipyard Co., Post Office Box 787, Savannah, GA 31402.
Southwest Marine, Inc., Foot of Sampson Street, Post Office Box 13308, San Diego,

CA 92113.
Todd Shipyards Corp., Todd Pacific Shipyards Corp., One State Street Plaza, New

York, NY 10004; Alameda, CA, Brooklyn, NY, Galveston, TX, Houston, TX, Los An-
geles, CA, New Orleans, LA, San Francisco, CA, Seattle, WA.

Tracor Marine, Inc., Post Office Box 13107, Port Everglades, FL 33316.

ALLIED INDUSTRIES MEMBERS

American-Standard, Industrial Products Group, Williamsville, NY.
Bird-Johnson Co., Walpole, MA.
Borg-Warner Corp., York Division, York, PA.
Colt Industries, Inc., Washington, DC.
Combustion Engineering, Inc., Windsor, CT.
Eaton Corp., Cutler-Hammer Products, Rockville, MD.
General Electric Co., Schenectady, NY.
Hopeman Brothers, Inc., Waynesboro, VA.
Hughes Aircraft Co., Los Angeles, CA.
Jamestown Metal Marine Sales, Inc., Boca Raton, FL.
Jered Brown Brothers, Inc., Troy, MI.
Lake Shore, Inc., Iron Mountain, MI.
MacGregor-Comarain, Inc., Cranford, NJ.
Raytheon Service Company, Arlington, VA.
Sperry Corp., Marine Systems, Great Neck, NY.
Transamerica Delaval, Inc., Trenton, NJ.
Union Carbide Corporation, Danbury, CT.
Ward Leonard Electric, Co., Inc., Mount Vernon, NY.
Western Gear Corp., Lynwood, CA.
Westinghouse Electric Corp., Pittsburgh, PA.
Worthington Pump Corp., Harrison, NJ.

NAVAL ARCHITECT MEMBERS

J. J. Henry Co., Inc., New York, NY.
John J. McMullen Associates, Inc., New York.

ASSOCIATION MEMBERS

The American Waterways Operators, Inc., Arlington, VA.
New England Ship Repair Yard Assn., East Boston, MA.
New York and New Jersey Dry Dock Assn., New York, NY.
Western Shipbuilding Assn., San Francisco, CA.

AFFILIATE MEMBERS

Tomlinson Refrigeration & Supply Co., Elizabeth, NJ.
Standard Marine Services, Inc., Bayonne, NJ.
New York Protective Covering Industries, Inc., Brooklyn, NY.
C-O-Two Sales & Service, Hoboken, NJ.
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Ocean Electronics, Inc., Brooklyn, NY.
Terry Corporation, New London, CT.
Hayward Industrial Products, Inc., Elizabeth, NJ.
Poten & Partners, Inc., New York, NY.
McNab, Inc., Mount Vernon, NY.--
McLean Contracting Company, Baltimore, MD.
Tidewater Construction Corporation, Norfolk, VA.
Williams & Watts, Inc., Fairfield, NJ.
Seacoast Electric Supply Corp., Rye, NY.
ManTech International Corporation, Alexandria, VA.

PREPARED STATEMENT OF BOB LEITH, PRESIDENT, CHAMBER OF COMMERCE OF PUERTO
Rico

Mr. Chairman; good morning, my name is Bob Leith. I am president of the Cham-
ber of Commerce of Puerto Rico, an association representing the private sector from
all areas and business sectors of Puerto Rico, including some 40 affiliated associ-
ations.

The importance of H.R. 89 must be considered in the context of the overall Puerto
Rico-United States economic relationship, of the maritime transportation service be-
tween both areas, and of the Puerto Rican tourism and cruise-ship tourism indus-
tries.

Puerto Rico is part of the U.S. economy, but it is less developed economically. It is
small, has few natural resources, and it is geographically separated from the United
States. Our net income per capita is approximately one fourth that of the United
States; the Island has an area of about 3,500 square miles; a great part of the land is
mountainous and not adequate for intensive agricultural use; we have practically no
minerals to speak of.

Puerto Rico is a trade economy. Most of what we consume, we ship in; and most
of what we produce, we ship out. Our external trade in 1982 amounted to $17 bil-
lion, exceeding by 40 percent our Gross National Product of $12 billion. That is the
importance of our external trade.

Of our total external trade last year, about $13 billion, or 80 percent was with the
United States. Assuming that about $25,000 in sales create one job, this would mean
that about 216,000 jobs in the United States are dependent on sales to Puerto Rico
of $5 billion, and about 312,000 jobs in Puerto Rico depend on sales to the United
States of $8 billion. That is the importance to both the United States and Puerto
Rico of our trade relationship.

From the importance of our trade derives the importance of our transportation
services. From our Island condition derives our total dependence on maritime and
air transportation. And from our condition as a United States port, according to the
cabotage laws, derives our dependence on U.S. flag ship service for maritime passen-
ger transportation service between the United States and Puerto Rico.

With respect to cargo transportation we must use ships at whatever cost. Air
freight service is simply non competitive for almost all products, and there are not
other alternatives.

Our disadvantage in this respect is unique. Mainland cities and towns have alter-
native means of internal cargo transport (trucks, railroads, pipelines). Cargo trans-
portation by internal waterways must be competitive, and carries only about 16 per-
cent of all intercity domestic freight traffic. In United States foreign trade, U.S.
cargo ships must also compete with foreign flag ships; thus they carry only about 5
percent of the trade.

The U.S. Virgin Islands have a higher per capita income than Puerto Rico and
can use foreign flag vessels. Hawaii has one of the highest per capita incomes of any
State, has a modern, efficient fleet, and has had Senator Inouye as Chairman of the
Senate Merchant Marine and Tourism Subcommittee for quite a few years. Alaska
can use pipelines and some Canadian vessels while having the highest per capita
income of any State. Thus, the poorest American citizens of any area carry an
extra-heavy burden in supporting the United States Merchant Marine. This justi-
fies, in our opinion, a federal subsidy.

Unlike Puerto Ricans, who must use maritime cargo transportation at whatever
cost, U.S. passengers do not have to use U.S. flag cruise ships at any cost to come to
Puerto Rico. They are not allowed to come in foreign flag cruisers. Therefore, they
go to other places. Consequently, there is no cruise ship passenger service between
the U.S. and Puerto Rico.
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It is important that we have such a service. As I said before, we have few natural
resources. And we have over 200,000 persons looking for jobs who cannot find any.
That's over 20 percent of our labor force. But we do have nice, sandy beaches, and
our sun shines throughout the year. And we have a lovely old San Juan, with many
historic monuments and sites, recreational areas and entertainment activities, and
well-stocked, interesting shops. Thus we have an important tourism industry with a
good, natural foundation, and with an unquestionable potential for growth.

In the short period of 9 years, from 1971 to 1980, the number of visitors increased
by 69 percent, from 1.3 million to 2.2 million. Their expenditures grew even more,
by 162 percent, from $2:35 to $615 million. Cruise-ship visitors increased faster than
regular, airborne visitors, from 212 thousand to 501 thousand; that is a 136 percent
increase. Their expenditures grew more than threefold: from $5.8 million to $19.7
million.

But our cruise ship visitors are foreign visitors. Our fellow citizens from the U.S.
mainland have been in fact denied the opportunity of taking cruises to Puerto Rico.
They are not allowed to come in foreign-flag ships. U.S. flag service would be un-
economical. No service has existed for over 30 years. The inexistence of the service
may save us. No U.S. passenger lines would be hurt by the proposed bill. No U.S.
jobs would be lost, while quite a few Puerto Rican jobs could be created, whose in-
comes would largely be spend in U.S. goods and services to the benefit of mainland
workers.

Approval of Bill H.R. 89 is a step in the right direction. It's a modest, fair, neces-
sary step. The Chamber of Commerce of Puerto Rico endorses it.

NATIONAL MARINE ENGINEERS' BENEFICIAL AssoCIATION,
Washington, D.C., October 20, 1983

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine, Committee on. Merchant Marine and

Fisheries, Washington, D.C.
DEAR MR. CHAIRMAN: On behalf of the National Marine Engineers' Beneficial As-

sociat'on, I would like to offer the following comments on H.R. 89 for the record.
I want to note at the outset, Mr. Chairman, that-with certain changes which I

will propose below-I support H.R. 89. 1 take this position, because I do understand
the unique problems faced by Puerto Rico as a result of the Jones Act. Something
must be done to set today's unfortunate situation right. At present, travel by water
between Puerto Rico and the United States is restricted to U.S. vessels, yet no U.S.
passenger vessels serve this trade. Puerto Rican citizens and tourists are conse-
quently left in a "catch-22" situation, forced to devise creative and circuitous routes
to get them to and from the United States. Not only does this hamper the move-
ment of individuals who must travel by surface for health or other reasons, but it
keeps many tourist dollars out of the country.

I believe that H.R. 89 is a sincere effort to address these problems, and therefore I
can support it-provided certain changes are made. My principal problem with the
current language in the bill is that the exemptions from the Jones Act are far too
broad. The objective of the bill is to provide direct passenger service between the
United States mainland and Puerto Rico. That objective can be achieved merely by
allowing foreign-flag vessels to serve in this trade until such time as they can be
replaced by U.S.-built, U.S.-flag passenger vessels as the Jones Act intends. This is a
perfectly practical solution. It meets the objective of Puerto Rico, since there are
many foreign-flag vessels willing and able to provide this service, yet it does not per-
manently undermine the Jones Act because (1) U.S.-built, U.S.-flag vessels could
take over the trade when they become available and thus keep this solution a tem-
porary one to meet a particular need, and (2) it does not challenge the fundamentals
of the Jones Act in the way that permitting U.S.-flag, foreign-built or U.S.-flag sub-
sidized ships would.

It may appear that I am drawing a very fine distinction in taking this position,
but I believe that it is extremely important. The use of foreign ships to serve the
needs of Puerto Rico is a temporary solution, and it is preferable because it can be
kept temporary-revoked easily when U.S.-built ships arrive to perform the same
task. It will be far more difficult to keep a temporary solution from becoming per-
manent if U.S.-flag ships and U.S. interests are involved.

As you know, the Jones Act is now the sole sustainer of the U.S. commercial ship-
building industry. I believe that U.S.-built passenger ships have a future if the in-
tegrity of the Act is maintained-an integrity that will be lost if foreign buildings
are allowed into the Jones Act trades. This future has been shown to be reality not
dream by the recent contract signing for two cruise ships to be built in Washington
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State-the first passenger ships to be built in the United States since 1963. If the
exemptions in H.R. 89 for U.S.-flag, foreign-built and subsidized vessels were in
effect today, I can guarantee that this breakthrough-which will provide thousands
of new jobs in industries that desperately need help-would not have occurred. The
competitive advantages held by subsidized and foreign-built ships are such that
U.S.-built ships would never be in a position to offer service in the same trade. I
find it inconceivable that it is the Committee's intention to halt the demonstrated
progress recently made in the U.S. passenger vessel industry.

I suggest, therefore, that Section (bX2) be struck entirely from the bill. This sec-
tion, which requires that foreign-flag service be terminated if U.S.-flag subsidized or
foreign-built passenger vessels enter the trade, is both unwise and unnecessary.
Since there are adequate foreign-flag passenger vessels to service this trade, no jus-
tification can be made to open up the Jones Act to still another category. Foreign-
flag vessels will provide service only until such time that eligible U.S.-built vessels
are available.

I stress again that the point of the bill is to provide service where there is none
not to change the entire framework and foundation of the Jones Act, or to provide a
back-door route to bring in vessels to the trade that would not be approved in other
circumstances.

Another change that would improve the bill would be to limit the U.S.-flag, U.S.-
built vessels eligible to terminate the foreign service of this trade to 20 years and
younger. This change will insure the militarily usefulness of the ships in the Jones
Act which is one of the major reasons for having cabotage laws in the first place. It
will also serve to encourage the development of a modern and efficient fleet, a goal
that all of us share.

Thank you for allowing me to the opportunity to comment on this proposal. I be-
lieve that the bill with the modifications I outlined is a fair and reasonable ap-
proach to address the lack of passenger service to Puerto Rico.

Sincerely yours,
J. M. CALHOON, President.

INTERNATIONAL ORGANIZATION OF MASTERS, MATES & PILOTS,
New York. N. Y., October 25, 1983.

Hon. MARIO BIAGGI,
Chairman, Subcommittee on Merchant Marine,
House of Representatives, Washington. I).C

DEAR MR. CHAIRMAN: The International Organization of Masters, Mates and
Pilots, ILA, AFL-CIO, opposes HR 89, to permit the transportation of passengers be-
tween Puerto Rico and other United States ports on foreign vessels.

We have consistently opposed waivers of our coastwise shipping requirements
absent on overriding national defense consideration. In this case, there is no press-
ing national security justification for allowing foreign-built and foreign-flag vessels
to operate between Puerto Rico and American ports, much less allowing them to
operate between any American ports. In fact, we believe the unrestricted entry of
foreign passenger vessels into the domestic trade will ultimately destroy any chance
that such vessels would be built in this country. That would adversely affect the
ability of American shipyards and American vessels to meet national defense needs.

Despite the fact that the sponsors of HR 89 have included within its text language
to encourage American-built and American-flag passenger cruise vessel operations,
the language is insufficient and does not negate the harmful effect of abandoning a
long-held principle. Such abandonment would extend a significant economic benefit
to foreign vessels and yet would demand no comparable benefit in return for the
United States and the American maritime industry.

Specifically, the 1,gislation should require that every vessel operating in the
United States domestic trade be a United States-flag vessel. This would greatly in-
crease employment opportunities for American seafaring personnel. Similarly, every
vessel operating in this trade should be required to perform all repairs and mainte-
nance in American shipyards. This would provide much needed work for our yards
and the workers in the shipbuilding and repair industry.

If Congress is to open the domestic trade to foreign-built vessels, then we should
demand something in return to benefit the American economy and our maritime
workforce.

Finally, we believe Congress should not be trying to improve Puerto Rico's com-
petitive position by exempting it from the coastwise laws. On the contrary, we urge
that HR 3774, which would bring under the coastwise laws the passenger trade be-
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tween the Virgin Islands and other American ports, be considered and adopted in-
stead. As Congressman Gene Snyder stated upon introduction of HR 3774, the
phase-in of the Jones Act "will provide the maritime industry with a sufficient op-
portunity to demonstrate that adequate U.S. shipping capacity does exist and that
the underlying reasons for the Virgin Islands exemption, in regards to passengers,
are no longer valid."

We urge that HR 89 be rejected and request that this statement be included in
the Subcommittee's hearing record on HR 89.

Sincerely,
Capt. ROBZRT J. LowUN, President.

[Whereupon, at 10:55 a.m., the subcommittee adjourned subject
to the call of the Chair.]

25-905 0 - 84 - 18



GRANTING COASTWISE PRIVILEGES TO
CERTAIN VESSELS

WEDNESDAY, NOVEMBER 2, 1983

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON MERCHANT MARINE,

COMMITTEE ON MERCHANT MARINE AND FISHERIES,
Washington, D.C.

The subcommittee met, pursuant to notice, at 2:50 p.m., in room
1334, Longworth House Office Building, Hon. Mario Biaggi (chair-
man of the subcommittee) presiding.

Present: Representatives Biaggi, Borski, Carney, and Bateman.
Staff present: Ric Ratti, Rudy Cassani, Ann Mueller, Steve Little,

Kip Robinson, and Gwen Lockhart.
Mr. BIAGGI. The meeting will come to order.
The subcommittee is meeting today to consider three bills that

are intended to restore coastwise trading privileges to three U.S.-
built vessels. After the hearing it is my intention to go into sub-
committee markup to consider a number of technical and conform-
ing amendments and report the three bills to the full committee.

All three of the bills were passed by the Senate on August 4,
1983. They permit La Jolie, Dad's Pad, and Endless Summer, all
three U.S.-built vessels that have a defect in their chain of title, to
engage in the coastwise trade.

I am not aware of any person or organization that opposes the
bills, and I expect today's testimony to be noncontroversial. The
facts concerning these vessels are in each member's folder, and I
therefore will not repeat them.

I would like to make it clear that these bills solely restore coast-
wise trading privileges and do not exempt the vessels from other
applicable provisions of law, such as those pertaining to maritime
or navigation safety. These bills are noninflationary and will result
in no cost to the Government.

I ask unanimous consent that the following be placed in the
record of these proceedings: A statement by Hon. Norman
D'Amours, a Member of Congress from New Hamp-,hire, in support
of S. 1186, Dad's Pad; a statement by Hon. Harold E. Shear, Ad-
ministrator, Maritime Administration, Department of Transporta-
tion; a statement by John Sciacca, owner of the vessel Dad's Pad;
and a statement by Hon. Edwin B. Forsythe, ranking minority
member of this committee.

[Material and bills follow:]

(277)
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STATEMENT OF HON. NORMAN E. D'AMOURS, A REPRESENTATIVE IN CONGRESS FROM
THE STATE OF NEw HAMPSHIRE

Mr. Chairman, members of the committee, I want to thank you for this opportuni-
ty to appear before you regarding the bills S. 1186, Legislation to clear certain im-
pediments to the licensing of the Yacht "Dad's Pad" For employment in coastwise
trade.

This non-controversial bill was introduced by Senator Warren Rudman of New
Hampshire on May 2nd and was passed by the Senate on August 4th.

"Dad' Pad" is a 1972 Hatteras sportsfisherman boat built in High Point, North
Carolina. Since its construction it has been registered in the U.S. as a pleasure craft
and has been berthed in Noth Carolina and Florida. In February, 1982, Mr. and
Mrs. John C. Sciacca of Plaistow, New Hampshire purchased the boat with the in-
tention of operating a commercial fishing venture on the New England coast. While
attempting to license and document "Dad's Pad" as a commercial fishing vessel, it
was discovered that a previous owner was not a U.S. citizen, but rather a dual citi-
zen of Canada and Jamaica. All other previous owners, including the owner from
whom the Sciaccas purchased the vessel, have been U.S. citizens.

Since this vessel was once owned by a foreign national, it is disqualified from
coastwise trading privileges in accordance with section 27 of the Merchant Marine
Act of 1920, As amended (46 U.S.C. 883). These privileges can only be restored by
legislation such as S. 1186.

Mr. Chairman, the circumstances here parallel those of a number of other pieces
of legislation upon which this subcommittee has looked favorably in recent years. In
view of these circumstances, and of the unquestionable good intentions of Mr. and
Mrs. Sciacca, the granting of relief through the passage of S. 1186 would clearly not
be contrary to the purposes of the Merchant Marine Act of 1920. Therefore, I
strongly urge you to give this legislation favorable consideration.

Thank you Mr. Chairman.

PREPARED STATEMENT OF ADM. HAROLD E. SHEAR, MARITIME ADMINISTRATOR,
DEPARTMENT OF TRANSPORTATION

Mr. Chairman and Members of the Subcommittee on Merchant Marine. My name
is Harold E. Shear, and I am the Maritime Administrator of the Department of
Transportation.

It is a pleasure for me to present the views of the Administration with respect to
S. 1015, S. 1186 and S. 1689, three bills that would direct the U.S. Coast Guard, upon
compliance with the usual requirements, to document the vessels La Jolie, Dad's
Pad, and Endless Summer, as vessels of the United States with the privilege of en-
gaging in the coastwise trade. We assume that these bills do not intend to waive
applicable inspection, certification, or manning requirements. S. 1015 would provide
for the vessel La Jolie, S. 1186 concerns the vessel DAD'S PAD, and S. 1689 names
the vessel Endless Summer. These bills passed the Senate on August 4, 1983.

Our coastwise laws require that the waterborne transportation of merchandise
and passengers between two points in the United States shall be in vessels con-
structed in the United States, documented under the U.S.-flag, and owned by citi-
zens of the United States. (46 App. U.S.C. 289, 883). Coastwise trading restrictions
have been enacted since the founding of the Republic in order to protect and foster
the U.S. maritime industry, and this Department has consistently opposed any rou-
tine relaxation of this longstanding policy. In this regard, Secretary Elizabeth Dole
reaffirmed the sanctity of the so-called Jones Act just a few weeks ago.

The vessel Dad's Pad, 32 Net Tons, Official No. 549526, was constructed in 1972 at
High Point, North Carolina. The vessel ENDLESS SUMMER, 37 Net Tons, Official
No. 296259, was constructed in 1964 at Thomaston, Maine. Finally the vessel La
Jolie, 5 Net Tons, was constructed in 1979 in Florida. The La Jolie, was never docu-
mented, and currently has Michigan registration number MC 2780 LB. These U.S.
constructed vessels subsequently lost coastwise trading privileges because of foreign
ownership. The proposed legislation before the Subcommittee would generally re-
store these privileges.

The Department of Transportation opposes the enactment of S. 1015, S. 1186, and
S. 1689, absent a showing of factual circumstances with respect to each of these
small vessels which present compelling reasons to exempt them from the applica-
tion of the coastwise laws.

Thank you.
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PREPARED STATEMENT OF JOHN C. SCIACCA

STATE OF NEW HAMPSHIRE, COUNTY OF ROCKINGHAM

I, John C. Sciacca, being first duly sworn, on oath depose and say as follows:
On the 12th day of February, 1982, I purchased a 53-ft. 1972 Hatteras Sports Fish-

erman vessel, now named "Dad's Pad," (formerly bearing the names of "Mylin",
"Linnie Gras" and "Donna Re") for the sum of $168,000.00. Since the original date
of acquisition, I have added improvements in the sum of $32,000.00, making a total
investment of approximately $200,000.00.

Said boat was built in High Point, North Carolina and all previous owners of the
vessel were United States citizens, with the exception of one Ray Rousseau, who was
of Canadian and Jamaican citizenship.

The purpose of acquiring this vessel was to utilize same in the trade or business of
coastwise chartered fishing. In other words, I was going to use same in a commer-
cial nature at all times and not for pleasure purposes. However, as a result of the
alien's break in the chain of title, I have been unable to register same on a commer-
ical basis.

At the time the boat was purchased, I has no knowledge of an alien owner, and
this fact was not brought to my attention until I went to document same, a period of
two to three months after the original acquisition.

I had already been committed to the original seller and has signed a mortgage
agreement with a financing company to help facilitate said acquisition. It appeared
virgually impossible to rescind this sale, and so therefore, I am endeavoring to fulfill
my original purposes before the United States Congress.

At no time did I ever contemplate that this vessel could not be used for commer-
cial fishing. Because I have been unable to do so, I have incurred extraordinary ex-
penses, not only in the carrying cost for the approximate original $200,000.00 invest-
ment, but in addition, I have had expenses in the area of storage, maintenance, se-
curity, insurance and transportation from Florida to New England.

I have acted with due diligence in attempting to charter this boat for commercial
fishing, by immediately requesting a bill such as S. 1186 be filed in my behalf
through United States Senator Warren Rudman.

At all material times, I have acted in good faith and feel that an undue hardship
and inequitable result will be occasioned by me if I am not able to use this boat for
the purpose for which it was purchased, namely, commercial fishing. In short, I feel
that I have demonstrated a compelling reason for enactment of this legislation, and
that the public interest shall be promoted by a favorable consideration.

All previous statements in favor of S. 1186 being submitted at this hearing by
other proponents of said legislation, are incorporated herein by reference and are to
be considered part of my statement hereto.

STATEMENT OF HON. EDWIN B. FORSYTHE, A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF NEW JERSEY

We are here today to consider private legislation to waive Jones Act restrictions
on three small, U.S.-built and U.S.-owned vessels. Although the circumstances asso-
ciated with each request for private relief may be radically different, there is a
common strand which links the three-each has had a foreign owner.

The Jones Act prohibits the entry of a vessel into the coastwise trade if there is
foreign ownership in the chain of title. This is true even if the vessel was built in a
domestic shipyard and is currently owned by a U.S. citizen. The prohibition extends
to vessels which, prior to being sold foreign, operated within the Jones Act privilege.
Once a vessel is foreign-owned, under the Jones Act it may not again operate be-
tween points in the United States. Our private bill procedure is the only way to
overcome the impediment.

During our consideration of these measures, I believe we should compare the po-
tential benefit of enforcing the Jones Act restriction with the detriment it could
cause for the parties requesting our help. It seems to me that a decision not to allow
the Dad's Pad, La Jolie, and Endless Summer into coastwise operation would do
little to advance the policy underlying the Jones Act, but for the parties involved
here, the benefit will be substantial.

In this case, all of these vessels are small vessels which were built in the United
States-two are currently owned by U.S. citizens and the third by the Common-
wealth of Virginia. We have acted favorably when similar measures came before us
in the past. I fully support these requests and urge favorable action today. Thank
you.
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98TH CONGRESS
1ST SESSION S. 1015

IN THE HOUSE OF REPRESENTATIVES

AUGUST 4, 1983

Referred to the Committee on Merchant Marine and Fisheries

AN ACT
To clear certain impediments to the licensing of the vessel La

Jolie for employment in the coastwise trade.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That, notwithstanding the provision of section 27 of the Mer-

4 chant Marine Act of 1920 (46 U.S.C. 883), or any other

5 provisions of law to the contrary, the Secretary of the depart-

6 ment in which the United States Coast Guard is operating

7 shall cause the vessel La Jolie (Michigan registration number

8 MC 2780 LB) owned by Hugh Lewis, of Union Lake, Michi-

9 gan, to be documented as a vessel of the United States, upon

10 compliance with the usual requirements, with the privilege of
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2

1 engaging in the coastwise trade so long as such vessel is

2 owned by a citizen of the United States.

Passed the Senate August 4 (legislative day, August
1), 1983.

Attest: WILLIAM F. HILDENBRAND,

Secretary.

S 1015 RFH
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98TH CONGRESS
1ST SESSION 1186

IN THE HOUSE OF REPRESENTATIVES

AUGUST 4, 1983

Referred to the Committee on Merchant Marine and Fisheries

AN ACT
To clear certain impediments to the licensing of the yacht Dad's

Pad for employment in the coastwise trade.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That notwithstanding the provisions of section 27 of the Mer-

4 chant Marine Act of 1920 (46 U.S.C. 883), or any other

5 provisions of law to the contrary, the Secretary of the depart-

6 ment in which the United States Coast Guard is operating

7 shall cause the vessel Dad's Pad (official numbered 549526)

8 owned by John C. Sciacca, of Plaistow, New Hampshire, to

9 be documented as a vessel of the United States, upon compli-

10 ance with the usual requirements, with the privilege of en-
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2

1 gaging in the coastwise trade so long as such vessel is owned

2 by a citizen of the United States.

Passed the Senate August 4 (legislative day, August

1), 1983.

Attest: WILIJAM F. HILDENBRAND,
Secretary.

8 1186 RIl
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98TH CONORESS
1ST SISsIoN 1689

IN THE HOUSE OF REPRESENTATIVES

AuGuST 4, 1983
Referred to the Committee on Merchant Marine and Fisheries

AN ACT
To clear certain impediments to the licensing of the vessel
Endless Summer for employment in the coastwise trade.

1 Be it enacted by the Senate and House of Representa-

2 ties of the United States of America in Congress assembled,

3 That, notwithstanding the provisions of section 27 of the

4 Merchant Marine Act, 1920 (46 U.S.C. 883), or any other

5 provision of law to the contrary, the Secretary of the depart-

6 ment in which the United States Coast Guard is operating

7 shall cause the vessel Endless Summer, owned by the Corn-

8 monwealth of Virginia, to be documented as a vessel of the

9 United States, upon compliance with the usual requirements,
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2

1 with the privilege of engaging in the coastwise trade so long

2 as such vessel is owned by a citizen of the United States.

Passed the Senate August 4 (legislative day, August
1), 1983.

Attest: WILIAM F. HILDENBRAND,
Secretary.

S 1689 RFH
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Mr. BIAGI. The first witness is Bob Carr, a Member of Congress.
Congressman Carr, welcome.

STATEMENT BY HON. BOB CARR, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MICHIGAN

Mr. CARR. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, thank you for the

opportunity to testify this afternoon on S. 1015. One of my constitu-
ents, Mr. Hugh Lewis of Union Lake, Mich., contacted me last
spring to help him with a small problem he was having with the
Coast Guard. Mr. Lewis had worked for some 22 years for a compa-
ny in Troy, Mich., until he had a heart attack and it forced him
into early retirement. Since his retirement income was rather
meager, he decided to turn to his favorite hobby, fishing, to supple-
ment his income. His plan seemed simple enough: He would use his
boat, that had been a neans of recreation for him and his family,
and he would hire out his services to take people charter fishing in
Lake Huron.

When he went to the Coast Guard to have his boat documented
so that he could begin his business, he Was informed that there was
a clause in the Merchant Marine Act of 1920 that prohibited him
from engaging in this endeavor. Although the vessel was manufac-
tured in the United States and has never been, to the best of our
knowledge, operated out of U.S. waters, and it has never been used
for any commercial venture of any kind, it seems that Mr. Lewis'
boat was at one time owned by a Canadian citizen and, therefore,
under the law cannot be documented for trade in the United
States.

Mr. Lewis contacted me to find out what could be done so that he
could go fishing and earn a living, and with much embarrassment
all of us in the Michigan delegation had to inform him that the
only solution to his simple little problem was an act of Congress.
Because I don't believe the authors of the original act intended to
prohibit this kind of venture, I feel that Congress would not be out-
side the bounds of propriety in their duty by permitting this excep-
tion to statutory law.

Mr. Lewis has asked me to extend his apologies to the committee
for not being here personally to testify today, but the expense of
the trip was more than his retirement budget could afford. There-
fore, on his behalf I ask that the committee support the passage of
S. 1015 so that Mr. Lewis can begin earning and supplementing his
retirement income.

Mr. BIAGGI. Thank you.
Mr. Bateman, any questions?
Mr. BATEMAN. No questions, Mr. Chairman.
Mr. BIAGGI. Thank you very much. Nice to see you.
Mr. CARR. Thank you, Mr. Chairman.
Mr. BIAGGI. Mr. Bateman.
Mr. BATEMAN. Thank you, Mr. Chairman.
If I may, I will read for the record a rather brief statement, and

perhaps that will assist Mr. Shaw, our next witness, in making a
more abbreviated presentation.
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Mr. Chairman, on August 4 of this year I introduced H.R. 3854,
which is identical to S. 1689. The purpose of both these bills is to
clear the way for the U.S. Coast Guard to document the U.S.-built
vessel, Endless Summer, thereby permitting that vessel to engage
in U.S. coastwise trade.

The Endless Summer was built in 1964 by the Morse Boatbuild-
ing Co. in Thomaston, Maine. The vessel has changed hands sever-
al times. In June 1981 the vessel was deleted from the U.S. Coast
Guard documentation, presumably because it was sold to a British
firm, which under the Merchant Marine Act of 1920 automatically
categorizes it as a foreign bottom and therefore not permitted to
engage in the U.S. coastwise trade.

On May 5, 1982, the Endless Summer was seized in Virginia
waters by agents of the Coast Guard and the Drug Enforcement
Administration and the Virginia State Police. The vessel had about
13,700 pounds of marihuana aboard. The seizure was part of a coop-
erative State-Federal drug enforcement effort. The Federal authori-
ties involved agreed to allow Virginia to pursue all criminal viola-
tions arising from the seizure and forfeited ownership of the vessel
to the State. After following all of the proper procedures, Virginia
auctioned the vessel but was not able to convey a clear title to the
vessel because of the previous ownership by a British entity. The
bidders on the vessel apparently were never advised of the restric-
tion on the licensing and use of the vessel.

The Commonwealth of Virginia wishes to have the U.S.-built
vessel documented as a U.S. vessel so that they can once again auc-
tion it, but this time with clear title. The Commonwealth would
like to recoup some of its costs of holding the Endless Summer. In
addition, the net proceeds of the sale after payment of expenses
will go to the State's literary fund.

The case of the Endless Summer is clearly not within the intent
of the Merchant Marine Act of 1920. The Senate already has
passed S. 1689, and I am hopeful that after the hearing and the tes-
timony today, the subcommittee would see fit to report the bill
with whatever technical amendments may be necessary to the full
committee with recommendation that it be sent to the floor by sus-
pension of the rules, so that the measure can be expedited.

Thank you, Mr. Chairman. I would only comment that we are
dealing here with a situation where, had the seizure and the confis-
cation gone forward by Federal authorities, there is already a gen-
eral exemption of the Jones Act with reference to a transaction of
that kind. It is only the fact that the Commonwealth of Virginia
was deferred to or asked to go forward with the seizure and the
confiscation, that we even need this bill in order to permit docu-
mentation and use in the coastwise trade.

Mr. BIAGGI. Thank you.
The Honorable William H. Shaw II, Commonwealth's Attorney,

County of Gloucester, Commonwealth of Virginia. Mr. Shaw?
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STATEMENT OF WILLIAM H. SHAW 111, COMMONWEALTH'S AT.
TORNEY, COUNTY OF GLOUCESTER, COMMONWEALTH OF VIR-
GINIA
Mr. SHAW. Thank you, Mr. Chairman and members of the com-

mittee.
I am Commonwealth's attorney of Gloucester County, Va., which

is a county of approximately 23,000 people on the Chesapeake Bay
and a part of the First Congressional District of Virginia, repre-
sented by Mr. Bateman.

I have submitted previously a statement for the committee. I ask
that that be made part of the record.

Mr. BIAo0. Without objection, so ordered.
Mr. SHAW. I would supplement Mr. Bateman's statement today

by indicating that the seizure was effected by the Circuit Court of
Gloucester County in September 1982. It has been in the possession
of the Commonwealth of Virginia since that time at the Virginia
Institute of Marine Science Dock at Gloucester Point, Va. The con-
dition of the boat is deteriorating; it is deteriorating rapidly, and
we are concerned about its condition over the next 8 or 4 months.

At the first sale in March 1982, as Mr. Bateman indicated, there
was apparently a representation made at the sale that the boat had
no restrictions on its use-I did not attend the sale-even though
the copy of the documentation with the note "coastwise trading re-
striction" was in the court file. In any case, because of that repre-
sentation the court rescinded the sale.

I would like to add that the sale price at that time was $67,000.
The second bidder was $66,000 both of whom wanted to have the
boat engaged in coastwise trade through the charter service. The
next bidder was about $20,000 to $25,000 lower, so we do feel that
with the restriction on the vessel, the potential sale value is great-
ly reduced. Without the restriction on the vessel, the Common-
wealth can gain that much more funds through its sale. All of the
net proceeds go to the Commonwealth of Virginia, and the ex-
penses of keeping the boat to date have been paid by the Common-
wealth of Virginia.

Therefore, I strongly urge passage of the bill.
Thank you.
[Material follows:]

PREPARED STATiMMNT OF WILLIAM H. SHAW III

urge passage of S. 1689 restoring costwise trading privileges to the "Endless
Summer", Official No. 296259.

On May 5, 1982, the Oil-Screw motoreailing vessel "Endlesn Summer" No
296269, was seized In Gloucester Coun watersby agents of the U.S. Coast GuA
accompanied by agents of the federal Drug Enforcement Administration and the
Virginia Stat, ol os. At the time of seizure the unoccupied vessel was loaded with
approximr.tely 13,700 lbs. of maru,0na. Consistent with the policy of the federal au-
thorities to encoure state authorities to investigate and prosecute drug cas it

was gree tha th state authorities would pursue all criminal violations arising
from the seizure. Concomitantly, the federal authorities, after having had custody o1
the vessel for' approximately six weeks, transferred custody of the the Common-
wealth for sale or other disposition by the latter. After following prescribed state
statutory procedures, the vessel and other Items found thereon were forfeited to the
Commonwealth for sae or other disposition by order of the Circuit Court of Glou-
cester County entered September 17, 1982. 1The vessel was then sold at public auc-
tion on Marcia 18, 1983, for $67,000.00. The buyers deposited $8,700.00 with the
Court as required; settlement was to be made within 21 days thereafter, at which
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time the Commonwealth would convey the vessel by clear, unrestricted title in
return for the balance of the purchase price. The Commonwealth could not do so
and the sale was rescinded by order of the Circuit Court on May 27, 1983.

The vessel was built in 1964 at the Morse Boatbuilding Company in Thomaston,
Maine, initially bearing the name Prudence. Through various ownership changes it
acquired the name Afterglow and later its current name Endless Summer. One sub.
sequent owner caused the vessel to have a foreign registry. Its last owner of record
in the documentation office of the Coast Guard at Philadelphia was Mississippi
Realtors Investment Co., Inc., a Delaware Corporation, which sold It to Showing Off,
Inc., also a Delaware Corporation, for $210,000.00. Showing Off, Inc. was incorporat.
ed in May 1981, apparently by the same parties who were involved in the transfer
of marijuana, and was dissolved by operation of Delaware law In December 1982,
Showing Off, Inc, never recorded or otherwise perfected its title to the vessel, but as
the real owner the corporation was the defendant owner in the forfeiture proceed-
in roblems with the transfer of unrestricted title became apparent after the March

16th sale. On the face of the enrollment certificate appears the restriction that the
vessel lacked coastwise trading privileges. Only then was the Import of the language
realized. The vessel carried the restriction as to use because of Its foreign registry
despite Its subsequent ownership by MissIssIppi Realtors Investment Co., Inc., a U.S.
corporation. The restriction essentially limits the vessel's use to the owners' person-
al recreation or bareboat charter leases, but not other charter nor other commercial
purpose The vessel was not offered for sale by the Commonwealth with advertise.
ment of this restriction; bidders at the sale inadvertently may have been informed
that there were not restrictions upon the vessel's use. Relying upon such Informa-
tion, the highest bidders requested rescission of the sale, an d the Court, as noted
above, granted the request.

The limitation upon coastwise trade would also appear to arise for an independent
reason. The citizenship of Showing Off, Inc. is not clear, and If it cannot be estab-
lished, the vessel would be treated as a foreign vessel, thus giving rise to the limita-
tion. For obvious reasons, proving United States citizenship of the corporation is dif.
ficult,

The vessel is currently moored at the Virginia Institute of Marine Science dock at
Gloucester Point, Virginia. Its condition is deteriorating. Custody is maintained by
the Sheriff of Gloucester County. Under Virginia law, the Commonwealth must sl
the Endless Summer, which it now owns, at public auction; the net proceeds from
the sale are paid into the State Literary Fund. The Commonwealth is now faced
with either selling the vessel "as is", or obtaining through your kind efforts passage
of this bill. Without the coastwise trading restriction the potential sale value is not
otherwise depressed; with the restriction the potential sale value may be depressed.

If the "Endless Summer" has been forfeited to the United States for illegal pur-
poses pursuant to cognate forfeiture statutes and sold by it, the restriction, regard-
less of its origin, can be lifted rather easily. Forfeiture and sale by a state, however,
does not eliminate the restriction; it can only be done, as here, by special Congres-
sional legislation. There does not appear to be any legitimate reason for the dispar-
ate treatment resulting from federal forfeiture on the one hand, and state forfeit-
ure, on the other. A change in federal law to describe a forfeited vessel as one ad-
judged forfeited by a state court pursuant to drug interdiction statutes as well as by
a federal court would alleviate the need for special legislation, placing the states
and the federal government on an equal footing for these purposes. My concerns are
shared by the Honorable Gerald L. Baliles, Attorney General of the Commonwealth
of Virginia, as shown by the attached letter. The problem will no doubt continue to
arise so long as state authorities seize and seek forfeiture of a vessel used in illegal
drug-related activities. While I respectively encourage the Congress to address the
general principal, my immediate concern is the resolution of this problem as it ap-
plies to the Endless Summer.

Thank you very much.
Mr. BIAGGI. Thank you, Mr. Shaw.
Any questions? Mr. Bateman.
Mr. BATEMAN. No questions.
Mr. BIAGGI. Mr. Carney, any questions?
Mr. CARNEY. Mr. Chairman, I have no questions at this time.
Mr. BIAGGI. All right. That completes the hearing on these bills.
[The following was received for the record:]
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The Honorable William H. Shaw, I! Wo1okAealatte
Commonwealths Attorney for Gloucester County 0o wvAiwooeoor .0011
P. 0. Box 456 FO IA16 0,060A
Gloucester, Virginia 23061 0imo

Ra "Endless Summer"

Dear Hr. Shawl

I have read with interest your letters concerning the
difficulties the Commonwealth ia having with the forfeiture
sale of the vessel "Endless Sumer." I agree that the
Commonwealth's interest would be best served by your seeking
special legislation to allow "Endless Summer" to engage in
coastwie trade.

it would also appear appropriate to bring to the attention
of Senators Warner and Trible and Congressman Dateman that
the states are treated differently from the federal government
in forfeiture situations Such as this. I am not aware of
any reason for this disparate treatment. A change in 46 C.F.R.
1 67.19-5 to describe a forfeited vessel as one adjudged
forfeited by a state oourt as well as a federal district court
would alleviate the need for special legislation, and would place
both the states and federal government on equal footing.

Sincerely yours,

Gerald L. Daliles
Attorney General

3t2/57
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- Hugh Lewis
Boat Documentation

•. Boat Names L& J 0 lie
VC 2780-LB

Jifie 1983

Ca tain, re. W ox. ':' '
"..CoastGuard,

456 N, StreetS.W.. '

Washington, D'.C. 20024

Dear Captain roxi

Surchaeed 'thirty foot sea Ray on May 26 B 1981 from-,,
jo~aohen SEa'Ray of SterlingHbight, Michigan. They'.

aotefsla the broker. for,.a Mr.. George 4Dauphinai. ,'
therer ' took, the Coast Guard Iilot.Test in the, winter of , 
81-82,and reoEived my 'linse oh May 20 1982.' ,y',
purpose 'wad to use the' bat 'for sport fishing charters,:'.
on Lake Huron,' ' ' " '

I then mude arrangements for insection by the Dopartment
of Natural Reoourose of Michigan's Marine Safety Division.
.1hile talking to the DNR, they told me that because of
the boat's size, they thought it would be required by
the Coast Guard to be documented. The state did'not
require documentation for me to operate as a charter
boat.,

-I contaote4 the documentatibn officer a Xr. Leonard
Xathews in Detroit, and an appointment was made for him
to come from Detroit to Osqoda, Vichiaanq The necessary
measurqments of, the bQat were 'then taken. While making
the. inpeotiol, '..MXathew' as)ced 'questions pertininl
to' i.r wnrship of' the' yesel . 'informed him that,
Sthe,1od ,4Wae built in Marrioer Islandp' florida'.It was
thohen sol to a Sea Ray dealer, Baoset Boat -7orks of '., '

i.fie,.d, Masq|phuset.tjesuwho..9q d not'eell thd boat#
'Thoy'fhen sold it to VoMadhhen'ea Ray, richikir who '''

,"then sold ,ttMr.. Djuphinai ii Mr. Mathews. infozrpid''
•.',methat' there. wouldd be no problem becaidie of only one "

privatee owner, being that the bill of sale and title ',
are required from. every, prior owner., He then asked if.':
I knew Mr. 'Dauphinais. . said yes.'.L He provided me"'With'.
all of the forms required . During our conversat'ioniet', ."

asked:me if'3r. Dauphinais was-a U.S. citizen ' -'I told
him that as far as 'I I new he Was because in convi'ratiOfl,
with' Dauphinais, he indicated he wbrked' for ON Tech Center
Sin:Wrren,;'iqhiLn for'ppme 25-30 years.* He also said.
'he wLa 'born in 1ontrial', Canada -but. had lved in' the '1 :
U.S."for 'ome thirty odd'yea'rs. ' Mr. 'Mathiis' said that
this would not affect documentation because the' boat
was built in the U.S., soed in the V.8.# and always'

•registered ti Michigan.. ,, ,

25-905 0 - 94 - 19
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I prdceede4 to Cet all the necessary paperwork ready
in aproximately three to four weoks. .1 made an
appointment with Mathews and gave him the paperw'ork.
lie took one look at Mr. Dauphinais' bill of sale where
it states that he is a Canadian citizen and told me
that the boat could not be used for Inter Coastal
Commercial purposes. He informed re that I could doc-
ument the boat for pleasure craft ;nd also for coin- .7
meroial uce if I departed from a U.8. port and delivere&
to a foreign port.

I asked him about his statement in Oscoda about Mr.
Dauphinais' citizenship status and this nob being of
concern and he denied ever saying this.

He told me thf,.t the only hope I had was to sell the boat,
and get a different one, whioh would be a groet financial
loss, or to get a private bill pasted for-my boat, the
La Jolie.

I left his office and called Coast Guard stations Toledo,
Cloveland, anW St. Ign oe. I give the entire story on
ovnorship of the bo.t to each station. One hundred,
percent of the people I talked to said that they felt
an irror hud boen Mde and -h-.t the bout could be
docttmented. I called Mr. I.athows and infora;eanim of
thlo information and he waid ho didn't cure vht the
othor Ptations said, no.

I then contacted Senator Carl Levin's and Congresra ~n
Robert Carr's offices regarding this matter.

I realize that this nay souad very confusing, but I
hope that I've explained my problem to you in the fullest.

I thank you for your time and consideration nnd hope ."
everything will be worked out coon. I look forward to
ho xing from you and also to be able to start my fishing.

,nceroly,

luah R. Lewis

1-hone, I~urnbort (517)739-9873
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TO: JUDY
FR: DONNA
RE: COAST GUARD DOCUMENTATION FOR LA JOLlE

- Our office was contacted by Hugh Lewis of Union Lake,
Michigan, regarding his attempts to secure documentation
from the Coast Guard for his boat, La Jolie, which he
wants to use for charter fishing 6n the Great Lakes. Mr.
Lewis had been told after going through several offices and
levels of the CG that his boat could not be documented
(licensed) because it was previously owned by a Canadian
citizen.

Apparently, the Jones Act of 1920 (see attached copy)
prohibits licensing of "foreign-owned" vessels for use in o
"costwise trade". The fact that La Jolia's previous owner
resided -in Michigan and kept the boat here does not alter
the fact that, as a Canadian citizen, he was a "foreign
owners'.

According to the enclosed letter from the Coast Guard,
an act of legislation is necessary to provide an exception
to the Jones Act. I contacted Peter Friedmann, Counsel to
the Senate Commerce Committee, in this regard; He says
that a special relief bill is necessary and that, on
average, five such bills are passed by Longress each year..

I have told Mr. Lewis that Carl is considering the
possibility of legislation. As you can imagine, he is
anxious for some word on whether Carl will sponsor a bill.
Please let me (or my replacement) know as soon as you get
some idea of the chances of this happening. Thanks.

RELEVANT INFO.:
Constluent's Name A Address: Hugh Lewis

8200 Fox Bay Drive
Union Lake, Ml 48085
(313) 698-2977

lost Name: La Jolie

.. Boat Model: Sea Ray

Regist. 1: SERF 21910279

Cost: $30,000

Intended Use: Charter Fishing

ATTACHMENTS: 1) Jones Act
2) Letter from Coast Guard
3) Letter to Constituent



297

Ofne's Ym and Addess Mrb. Hu&h Lewis
8200 lK Dy Drive
Unio. take, M1 4806
(313) S8-3W17

Length and Weight: 30 fot, 5 'gross tons
Boat Xmm: 1a JohLO'
oat "o0l: sea My .
ftistraticm *JW: 2W 21910279

Michigan atercraft Reqistration: UC 2780 LB
Cost: $0,000
Intended Wes carter Fishing in the Great Lakes
Location of Boat: Cpooda, michisg

According to Mr, Lewis, the boat was nmnufaotured by an Anrican COnpany
In Florida and sold to a nwrine on the est Cobst. The East Opst marine sold'
the boat to Mam Marine Oipsny In Michigan. Malbkm sold the boat to
a liohigan resident. 0eorp J. Dmuinabs, who hameed to be a Canadian citizen.

'The boat *as registered. in MicdSan ut ws not dooentted because It ws used
strictly as a pleasure boat. Apparently, Hoflkomo 411Wn Omany acted as a
broker for Mr. DpuInais *A he sold the boat to Mr. Lewis. When Mr, Lewis
attepted to have the boat documfted for charter fishing, be learned that besau
he had purchased It from a Canadian oitim he would not be able to participate
Ln the coastwise trade, pursuant to the Merohant Mrine Aot of 1990.
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-DEPARTMENT OF TRANSPORTATION

. UNITED STATES COAST GUARD us. coas ,UA0a0-CC/l(
4 P m 202-426-4280

. ': •J. JUL sa

"e Honorable Carl 4vis
united States Senate
ashington, D.Ct 2051

Dear Senator Rving

ToW letter of May 25, 1932 concjr ed the veasel 7A oOC.l~, which If o"d by
one ofvofeonmtttumts. Iir.yughiawis, h wsel wee at one time owned by

feat prohibits dowuentsauon of the vessel.

The fact that the vessl wee owned 1 a Canadian does not preclVde Its don-
mentatio wnder UnIted States law. Newevere ay certificate of dou,"' toUm
Issued to the vessel will bear a legend prohibiting its uee In the goeviGse
trade. "ds prohibitloi arises from the Merchant Marine Act of 1920# 46
U..C. 8313 which provides that a vessel sold to a non-citizen forever lose$
ecoetwise trading privieges.

Une the prohibition Is statutory, there ere no administrative avenues for
Its removal. If W. lavis desires to use the veasl far coeetvi e trade,
legielato granting that privilege w11 be neceasaxzy

Sineerly, •

" Oeofsre, i.g. Cc" C*"
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46 .§ 882 MERCHANT A ,NE ACT, 1920 Ch. 24

Intr,,,aloI Co,,enlon for Vr7ly of .1 rirst naurg 1i2am 22 pIetw.orts. ste to
Life at Ra. )029. internsilunal Cunieo. slt.PL 2. 1222. parilcuibri7 Art. 21301 of
tlion for Safety of Life at Bes. 32. deft. such Trlit.
nltlos of p.aminfaer eblp as one which

Library Referenceu

Sbippl.ng 024, 30L C.S. $bhiplo if 6, e, 276, 177.

Code of federal A..;ulatfoas

Tospketton &ad certificatlon roqutrtmnts. oe 46 CTR 270.0)-l t ag.

§ 883. Transportation of merchandise beN-een points In
United States In other thaLn domestic.built or re-
built and documented vessels

No merchandise shall be transported by water, or by land and
water, on penalty of forfeiture thereof, between points in the United
States, including Districts, Territories, and possessions thereof em.
braced 'within the coastwise laws, either directly or via a foreign
port, or for'any part of the transportation, In any other vessel than

'a vessel built In and documented under the laws of the United States
and owned by 'persons who are citizens of the United States, or
vessels to which the privilege of engaging In the coastwise trade Is
extended by section 18 or 808 of this title: Protoided, mcwV015eM

tb Ln .a •n . .L~lt v •al Provided further, Thatno vessel of more-than five h1i-ithan cross tons which has acquired

the lawful right to engage In the coastwise trade, by virtue of hav-
Ing been built in or documented under the laws of the United States,
and which has later been rebuilt, shall have the right thereafter
to engage In the coastwise trade, unless the entire rebuilding, Includ-
ing the construction of any major components of the hull or super-
structure of the vessel, Is effected within the United States, Its Ter-
ritories (not Including trust territories), or its 'polsessions:
Provided further, That this section shall not apply to merchandise
transported between points within the continental United States, In.
eluding Alaska, over through routes heretofore or hereafter recog.
nized by the Interstate Commerce Commission for which routes
rate tariffs have been or shall hereafter be filed with said Commis-
sion when such routes are in part over Canadian rail lines and their
own or other connecting water facilities: Provided further, That this
section shall not become effective upon the Yukon River until the
Alaska Railroad shall be completed and the Secretary of Commerce
shall find that proper facilities will be furnished for transportation
by persons citizens of the United States for properly handling the
traffic: Provided further, That this section shall not apply to the

'510
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8200 Fox Bay Drive
Union Lake, MI 48085

(313) 698-2977

May 25, 1983

Mr. Robert Carr
91 North Saginaw
Pontiao, MI 48058

Dear Mr. Carri'

I have been working with Senator Carl Levin's office
regarding a private bill for docwentation of my Mioh-
i4an Charter fishing boat.

The Senate House Bill S-1015, that Mr. Levin is spon-
soring, is for the boat La Jolie.

4

The bo4t vas built in 1979 in Florida by Bea Ray, Inc.
which has several plants throughout the U.S.A. f purchased,
the boat from 1,cihachon 6or Ray in Sterling Heights,
:.:ihiELn on May 26, 1981. I

The first owner, a Mr. George Dauphinais, purchased
the boat from the above dealer vhen it was new.

Mr. Dauphinais is a Canadian citizen who has lived in
the U.S. and has worked at General Motors for more than
twenty-five years.

I purchased the boat for use orginally as a pleasure
craft. for myself and my family. Then, on May 20, 1982,
I took the exam for a Coast Guard license and received
such.

I then proceeded to have the boat inspected by the D.N.R.
of Michigan. The boat was passed by the D.N.R. Marine

S.Safety Division. I was informed by the D.N.R. inspector
that the boat was ready to be used as a charter boat in
the state of Michigan. However, he thought because of
the size of the boat, the Coast Guard would require the
boat to be documented.

I contacted the Detroit Coast Guard Documentation officers
a Mr. Mathews. He agreed that the boat had to be docu-
mented. Ve scheduled a date for his inspection of the
boat at the boat's home port, Oscoda, Michigan.
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The inopeotion was done and forms were given to me to
have filled out by the manufacturer and the previous
owners. Mr. Mathews said that sometimes getting these
papers signed was a problem, espeoially'by the. former
private owners.

I told him that this would not be a problem because
there was ohly one private owner prior to me. Through-
out our discussion that moring, he asked my knowledge
about prior ownership of the boat, I informed him or
Er. Dauphinais and that I thought he may be a Canadian
citizen, living and working in the U.S. br, Mathews
said this would not be a problem because the boat was'
built and sold in the U.S. and registered in Miohigan.

I then proceeded to have all the forms filled out and
notorized. I took these forms, to r. fMathew's officein Detroit.

Mr. Mathews, upon receiving this data, 'told me the boat
could not be documented for the Oomerioial Inter-Coastal,
Trade because of b6ing formerly owned by an alien. He
oalled someone in Washington, D.O. who heads up dooumen-
tation and they confirmed this.

I was told that the only thing to do was to sell the boat
or got a private bill passed. Au you can well imaqins,
I aie dumbfownded to say the least.

I then took it upon myself'to call the Coast Guard Doo-
umentation people at stations; Toledo, Cleveland, and
St. Ignaco. I talked to the oouander at each station
and they informed me that the boat should be documented
being that it was U.S. built and had'never been registered
outside of the state of Michigan. They said that doou-
mentation should be no problem, that Detroit was wrong.
They suggested that I contact Detroit and reviews

This was done that very day and Detroit still refused
the paperwork. I then contacted 1r. Levin's office and
proceeded to where ve are now.

I had to leave my work of twenty-two years in 1979 due
to a heart attack. This boat, and its use for commercial
fishing, is a very big part of income for my family.

I would appreciate your. support of Mr. Levin's bill
5-1015.
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W'hen 'I purchased the boat I had never heard of the
Jones Act, which is the law pertaining to alien owned
v:atercraft. The use that I desire for my boat, which
is a Michigan Charter Boat, I'm sure was never con-
sidered when the Jones Act was passed.

I know that this has been a long, and probably confusing
issue, but I hope.you understand the problem. We have
over $45,000 invested in boat and equiptment and cannot
operate because of a law that is outdated and really
doesn't pertain to this situation.

I thank you for your consideration and if I can give
any more information regarding this issue, please do not
hesitate to call.

Say Yes to Michigan,

Hugh Lewis
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(10/27/83)

FACT SHEET

5. 1015 --. Documentation of the LA JOLIE in the cosetwise trade

S. 1015, passed by the Senate on August 4, 1983, will permit
a U.S.-built vessel that has a defect in the chain of title to
engage in the coastwise trade.

The LA JOLIE (Michigan registration number MC 2780 LB), a
vessel of 5 gross kons and 30 feet in length; was built by Sea
Ray, Inc. of Florida in 1979; is presently owned by Hugh Lewis of
Union Lake, Michign; is registered as a pleasure boat; and is
authorized to operate as a charter boat by the State of Michigan.
The present owner would like to use the vessel for charter and
commercial fishing.

The vessel cannot be used in our domestic commerce because
the vessel had at one time been sold to a Canadian citizen.
Accordingly, pursuant to section 27 of the Merchant Marine Act,
1920, as amended (46 App. U.S.C. 883), the vessel lost its coast-
wise trading privileges.

Since the lose of coastwise trading privileges is a matter of
law, these privileges can only be restored by private legislation
such as 5. 1015. A companion bill, H.R. 3672, has been intro-
duced by the Honorable Bob Carr.

S. 1689 -- Documentation of the ENDLESS SUMMER in the cosetwise
trade

S. 1689, passed by the Senate on August 4, 1983, will permit
a U.S.-built vessel that has a defect in her chain of title to
engage in the coastwise trade.

The ENDLESS SUMMER, official number 296259, a vessel of 45
gross tons and 57 feet in length was built at Thomaston, Maine
in 1964; is owned by the Commonwealth of Virginia; and is docu-
mented as a pleasure vessel. She was seized in Glouchester
County, Virginia waters by agents of the Coast Guard, the Federal
Drug Enforcement Administration, and the Virginia State Police.
At the time of seizure, the unoccupied vessel was loaded with
approximately 13,700 pounds of marijuana. Federal authorities,
after having had custody of the vessel for about six weeks,
transferred custody to the Commonwealth of Virginia for sale or
other disposition.

The vessel was eventually sold at public auction on March 16,
1983 for $67,000. Subsequently, it was discovered that the Com-
monwealth could not convey the vessel with a clear and unre-
stricted title, and the sale wus rescinded by court order. Since
the vessel had once been owned by a British entity, it lost its
coastwise trading privileges pursuant to section 27 of the Her..
chant Marine Act, 1920, as amended (46 App. U.S.C. 883).



304

-2-

Since the lose of cosetwise trading privileges is a matter of
law, these privileges can only be restored by private legislation

-like S. 1186. A companion bill, H.R. 3854, has been introduced
by the Honorable Herbert H. Bateman.

S. 1186 -- Documentation of DAD'S PAD in the cosetwise trade

S. 1186, passed by the Senate on August 4, 1983, will permit
a U.S.-built vessel that has a defect in her chain of title to
engage in the coastwise trade.

DAD'S PAD, official number 549526 (ex-NIRVANA), a vessel of
40 gross tons and 53.6 feet in length, was built in High Point,
North Carolina in 1972; is presently owned by 3ohn C. Sciacce of
Outward Bound Fisheries, Inc. of Plaistow, New Hampshire; and is
documented so a pleasure vessel. The present owner would like to
use the vessel for commercial fishing and chartering.

They. seel cannot be used in our domestic commerce because
the vessel had at one time been sold to an alien of Canadian and
Jamaican citizenship. Accordingly, pursuant to section 27 of the
Merchant Marine Act, 1920, as amended (46 App. U.S.C. 883), the
vessel lost her cosetwise trading privileges.

Since the lose of coastwise trading privileges is a matter of
law, these privileges can only be restored by private legislation
such 55 S. 1186. No companion bill has been introduced in the
House.

[Whereupon, at 2:59 p.m., the subcommittee recessed, to recon-

vene immediately thereafter for markup.]
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